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Forward-Looking Statements

This Annual Report on Form 10-K, including in padliar “Management’s Discussion and Analysis of Riial Condition and Results of
Operations” under Part Il, Item 7 in this repodntains forward-looking statements within the magrof the Private Securities Litigation
Reform Act of 1995. Management has in the pastraigtht in the future make forward-looking statememially to analysts, investors, the
media and others. Forward-looking statements atersents that are not historical facts. Broadlyakpey, forward-looking statements include,
without limitation, the following:

» Projections of our revenues, income, earnings Ip@res noninterest expenses, including professiggraice, compliance,
compensation and other costs, cash flows, baldrest scapital expenditures, capital structure bewofinancial item:

» Descriptions of strategic initiatives, plans orextjves of our management for future operationrduating pending acquisitior

» Forecasts of private equity funding lev

» Forecasts of future interest ra

» Forecasts of expected levels of provisions for lasses, loan growth and client fur

» Forecasts of future economic performa

» Forecasts of future income on investme

» Descriptions of assumptions underlying or relatmgny of the foregoin

In this Annual Report on Form 10-K, we make forwdrdking statements, including but not limited bos$e discussing our
management’s expectations about:

» Business and financial performance of our busi

» Future interest rates and the sensitivity of oteriest-earning assets and interest-earning liegsilib interest rates, and impact to
earnings from a change in interest r:

» Realization, timing and performance of investmemisquity securities and investment fur

» Management of federal funds sold and overnightngase agreements at appropriate le

» Development of our lat-stage corporate technology lending effc

e Growth in loan and deposit balances, including lleeé interes-bearing deposit

»  Credit quality of our loan portfolio, including lels of noi-performing loans and chai-offs

» Liquidity provided by funds generated through ne¢al earning

» Ability to meet our liquidity requirements throughr portfolio of liquid asset

» Ability to expand on opportunities to increase bguidity

» Use of capita

» Volatility of performance of our equity portfol

» Introduction of new products, including depositguots

» Effect of application of certain accounting pronoements

» Effect of certain lawsuits and clair

» Impact of changes in tax benel

* Realization of tax asse

» Performance of obligations by counterpe

» Timing for ceasing operations of SVB Allia

You can identify these and other forward-lookingteiments by the use of words such as “becomingdy”m'will”, “should”, “predicts”,
“potential”, “continue”, “anticipates”, “believes®gstimates”, “seeks”, “expects”, “plans”, “interigd¢he negative of such words, or comparable
terminology. Although we believe that the expectadi reflected in these forward-looking statemergs@asonable, we have based these
expectations on our beliefs as well as our assmgtiand such expectations may prove to be indok@er actual results of operations and

financial performance could differ significantlyofn those expressed in or implied by our managemémtivard-looking statements.
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For information with respect to factors that cocddise actual results to differ from the expectatstated in the forward-looking
statements, see “Risk Factors” under Part |, Itédninlthis report. We urge investors to consideélihese factors carefully in evaluating the
forward-looking statements contained in this AnrRaport of Form 10-K. All subsequent written orldoaward-looking statements
attributable to us or persons acting on our bedrafexpressly qualified in their entirety by theaationary statements. The forward-looking
statements included in this filing are made onlp&the date of this filing. We assume no obligatemd do not intend to revise or update any
forward-looking statements contained in this AnrRaport on Form 10-K.
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PART I.
ITEM 1. BUSINESS
General

SVB Financial Group is a diversified financial sees company, as well as a bank holding companyfiaadcial holding company. The
company was incorporated in the state of Delawafdarch 1999. Through our various subsidiariesdnaisions, we offer a variety of bankil
and financial products and services. For 25 yeeeshave been dedicated to helping entrepreneucesdgcespecially in the technology, life
science, private equity and premium wine industifée provide our clients with a diversity of protiiend services to support them throug!
their life cycles, regardless of their size or sta§ maturity.

We offer commercial banking products and servibesugh our principal subsidiary, Silicon Valley Bafthe “Bank”), which is a
California state-chartered bank founded in 1983antember of the Federal Reserve System. Throsglulitsidiaries, the Bank also offers
brokerage, investment advisory and asset managesaentes. We also offer non-banking products @mdises, such as funds management,
private equity investment and equity valuation smrs, through our other subsidiaries and divisions.

As of December 31, 2007, we had total assets @&9#illion, total loans, net of unearned incomé4f15 billion, total deposits of $4.61
billion and total stockholders’ equity of $676.7llion.

We operate through 27 offices in the United Statebfive internationally in China, India, Israeldatihe United Kingdom. Our corporate
headquarters is located at 3003 Tasman Drive, Sdata, California 95054, and our telephone nunikbé08.654.7400.

When we refer to “SVB Financial Group,” the “Compar‘'we,” “our,” “us” or use similar words, we me&\VB Financial Group and all
of its subsidiaries collectively, including the BaWwhen we refer to “SVB Financial” or the “Paremté are referring only to the parent
company, SVB Financial Group.

Business Overview

For reporting purposes, SVB Financial Group has éperating segments in which we report our finahiciformation in this Annual
Report: Commercial Banking, SVB Capital, SVB Alliaand Other Business Services. Financial inforoma#ind results of operation for our
operating segments are set forth in Note 23 (SegReporting) of the “Notes to the Consolidated Ritial Statementstinder Part II, Iltem 8 i
this report, and in “Management’s Discussion andlgsis of Financial Condition and Results of Opierss—Operating Segment Results”
under Part Il, Item 7 in this report.

Commercial Banking

Our commercial banking products and services aveigeed by the Bank and its subsidiaries. The Bamkides solutions to the financial
needs of commercial clients through lending, deasiount and cash management, and global bankih¢rade products and services.

Through lending products and services, the Bangreld loans and other credit facilities to comméndiants. These loans are most often
secured by clients’ assets. Lending products andces include traditional term loans, equipmeiatis, revolving lines of credit, accounts-
receivable-based lines of credit and asset-basetslo

The Bank’s deposit account and cash managementgiodnd services provide commercial clients whtbrs and long-term cash
management solutions. Deposit account productsanices include traditional
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deposit and checking accounts, certificates of diépand money market accounts. In connection dégosit accounts, the Bank also provides
lockbox and merchant services that facilitate tyma@positing of checks and other payments to dietcounts. Cash management products
and services include wire transfer and Automatezahg House (“ACH”) payment services to enablerah to transfer funds quickly from
their deposit accounts. Additionally, the cash ng@maent services unit provides collection servideshursement services, electronic funds
transfers, and online banking through SVBeConnect.

The Bank’s global banking and trade products andces facilitate clients’ global finance and biess needs. These products and
services include foreign exchange services thawvatiommercial clients to manage their foreign aueyerisks through the purchase and sale of
currencies on the global inter-bank market. Tolitaté clients’ international trade, the Bank offer variety of loans and credit facilities
guaranteed by the Export-Import Bank of the UniBéattes. It also offers letters of credit, includagort, import, and standby letters of credit,
to enable clients to ship and receive goods glgball

The Bank offers a variety of investment serviced smlutions to its clients that enable companidsetiter manage their assets. The
Bank’s Repurchase Agreement Program, which is targetétbse clients who seek interest income with maitolerance for loss of principi
offers the ability to enter into secure overnightdstments that are fully collateralized. Throutghbrokereealer subsidiary, SVB Securities,
Bank offers money market mutual funds and fixeddine securities. SVB Securities is registered with.S. Securities Exchange
Commission (“SEC”) and is a member of the Finankidustry Regulatory Authority (“FINRA”) and the &#rities Investor Protection
Corporation (“SIPC"). Finally, through its registerinvestment advisory subsidiary, SVB Asset Manegs, the Bank offers investment
advisory services, including outsourced treasuryises, with customized cash portfolio managemeudtr@porting.

SVB Capital

SVB Capital is the private equity division of SVEh&ncial Group. This division focuses primarily fumds management. SVB Capital
manages, sponsors and invests in private equityanidire capital funds, as well as invests in pticfcompanies, on behalf of SVB Financial
and the investors in the funds managed by SVB @hfihe SVB Capital family of funds is comprisedfofids its manages, including funds of
funds, such as our SVB Strategic Investors funad,c@-investment funds, such as our SVB Capitainees funds and SVB India Capital
Partners fund. It also includes sponsored debtsusuch as Gold Hill Venture Lending funds, whicbvyide secured debt, typically to
emerging-growth clients in their earliest stagesl Bartners for Growth funds, which primarily prd&isecured debt to higher-risk, middle-
market clients in their later stages. Most of tlieds actively managed or sponsored by SVB Capitéatensolidated into our financial
statements. See Note 2 (Summary of Significant Anting Policies) of the “Notes to the Consolidakédancial Statements” under Part Il,
Item 8 in this report.

SVB Alliant

SVB Alliant, a broker-dealer registered with theCS&nd a member of the FINRA, was our investmenkingndivision, which provided
advisory services in the areas of mergers and sitigmis, corporate finance, strategic alliances gmhte placements. In July 2007, we
announced that we had reached a decision to cpasations at SVB Alliant. We elected to have SVHakit complete a limited number of
client transactions before finalizing its shut-dowecordingly, we have classified the results oéigtions of SVB Alliant as continuing
operations in the Consolidated Statement of Inciméhe year ended December 31, 2007 in PartdinI8 in this report. As of the date of this
report, all such client transactions have been deieg. Other than the completion of widdwn activities, we expect to cease operationhb
end of the first quarter of 2008.

Other Business Services

The Other Business Services segment is principalfyprised of SVB Private Client Services, SVB Glp8/B Analytics and SVB
Wine Division. These business units do not indiaitiumeet the separate reporting

6



Table of Contents

thresholds as defined by Statement of FinanciabAnting Standards (“SFAS”) No. 13Djsclosures about Segments of an Enterprise and
Related Informatiol(*"SFAS No. 131”) and, as a result, we have aggesgtiiem together as Other Business Services fonesgtyeporting
purposes.

SVB Private Client Services

SVB Private Client Services is a division of thenBahat provides a range of credit services toetag) high-net-worth individuals using
both long-term secured and shtetm unsecured lines of credit. These productssandces include home equity lines of credit, seddines o
credit, restricted stock purchase loans, airplaaed, and capital call lines of credit. We als@lair private clients meet their cash
management needs by providing deposit account ptedund services, including checking accounts, momarket accounts and certificates of
deposit.

SVB Global

SVB Global includes our subsidiaries focused onforgign activities, which facilitate our clientglobal expansion into major technolc
centers around the world. SVB Global serves thelseésome of our non-U.S. clients with global bagkproducts, including loans, deposits
and global finance. SVB Global provides a varidtgervices, including consulting and business sesjireferrals, and knowledge sharing, and
identifies global business opportunities for us.

SVB Analytics

During the second quarter of 2006, we commencedatipas of SVB Analytics, which provides equity wation and equity management
services to private companies. We offer equity rganzent services, including capitalization data gangent, through eProsper, Inc., a
company in which SVB Analytics holds a controlliaginership stake.

SVB Wine Division

SVB Wine Division is a division of the Bank thatpides banking products and services to our prenviime industry clients, including
vineyard development loans. We offer a varietyimdificial solutions focused specifically on the reeeflour clients’ premium wineries and
vineyards.

Income Sources

Our business generates three distinct primary ssuwtincome: interest rate differentials, fee-baservices and investments in private
equity funds, equity warrant assets and other #esur

We generate income from interest rate differentible difference between the interest rates redeiveinterest-earning assets, such as
loans extended to clients and securities held irnruestment portfolio, and the interest rates gmidis on interest-bearing liabilities, such as
deposits and borrowings, accounts for the majotiggoof our earnings. Our deposits are largely ioleté from commercial clients within our
technology, life sciences and private equity indusectors. Deposits are also obtained from thenjure wine industry commercial clients and
individual clients served by our Private Client\8ees group. We do not obtain deposits from coneeat retail sources and currently have no
brokered deposits.

Fee-based services also generate income for ourdsss We market our full range of financial seegito our commercial and private
equity firm clients, including commercial bankirggjvate client, investment advisory, asset managengtobal banking and equity valuation
services. Our ability to integrate and cross-setldiverse financial services to our clients igrarggth of our business model.
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We also seek to obtain returns by making investméfie manage and invest in private equity fundsdbaerally invest directly in
privately held companies, as well as funds thagghin other private equity funds. We also investdlly in privately held companies.
Additionally, as part of negotiated credit facéisiand certain other services, we frequently olstghts to acquire stock in the form of equity
warrant assets in certain client companies.

Industry Niches

In each of the industry niches we serve, we progeleices to meet the needs of our clients througtheir life cycles, from early stage
through maturity.

Technology and Life Sciences

We serve a variety of clients in the technology Hiedscience industries. A key component of owhtelogy and life science business
strategy is to develop relationships with cliertamearly stage and offer them banking servicaswfil continue to meet their needs as they
mature and expand. We define “emerging-growth’ntfeas companies in the start-up or early stagdeeaflife cycles. These companies tend
to be privately held and backed by venture capiitely generally have few employees, are primarniyaged in research and development, have
brought relatively few products or services to nedrland have little or no revenue. By contrastdefne “mature” or “later-stage” clients as
companies that tend to be more established; tterapanies may be publicly traded.

Our technology clients generally tend to be inittdustries of hardware (semiconductors, commuraoatand electronics), software and
related services, and cleantech. Our life scielieats generally tend to be in the industries aftéthnology and medical devices.

Private Equity

We provide financial services to clients in thevpté equity community. Since our founding, we hewkivated strong relationships with
the private equity community, particularly with \tare capital firms worldwide, many of which areatdients. We serve more than 500
venture capital firms in the United States, as w&elbther private equity firms, facilitating delahvf to and from these private equity firms and
participating in direct investments in their potilocompanies.

Premium Wine

We are one of the leading providers of financiali®es to premium wine producers in the WesternéthBtates, with over 300 winery
and vineyard clients. We focus on vineyards ancevigs that produce grapes and wines of the highesity.

Competition

The banking and financial services industry is higlompetitive, and evolves as a result of changesgulation, technology, product
delivery systems, and the general market and ecendimate. Our current competitors include othanks, debt funds and specialty and
diversified financial services companies that oféerding, leasing, other financial products, andigaty services to our target client base. The
principal competitive factors in our markets inadugroduct offerings, service, and pricing. Given established market position with the client
segments that we serve, and our ability to integaad cross-sell our diverse financial servicesxtend the length of our relationships with our
clients, we believe we compete favorably in all markets in these areas.
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Employees

As of December 31, 2007, we employed approximétgl8 full-time equivalent employees.
Supervision and Regulation
General

Our bank and holding company operations are subjeettensive regulation by federal and state @guy agencies. This regulation is
intended primarily for the protection of depositarsd the deposit insurance fund, and secondarilihiostability of the U.S. banking system. It
is not intended for the benefit of stockholderdimdincial institutions. As a bank holding compahsittelected to become a financial holding
company in November 2000, SVB Financial is subjedhspection, supervision, regulation, and exationsby the Board of Governors of the
Federal Reserve System (the “Federal Reserve Bpandier the Bank Holding Company Act of 1956 (tB&C Act”). The Bank, as a
California state-chartered bank and a member oF#dteral Reserve System, is subject to primaryrsiggen and examination by the Federal
Reserve Board, as well as the California DepartroéRkinancial Institutions (the “DFI”). In additiothe Bank’s deposits are insured by the
Federal Deposit Insurance Corporation (the “FDIGYB Financial’s other nonbank subsidiaries argestttio regulation by the Federal
Reserve Board and other applicable federal and atgncies, such as the SEC and FINRA, and, fdfiooeign-based subsidiaries, applicable
regulatory bodies, such as those promulgated b¥fithencial Services Authority in the United Kingdo8VB Financial, the Bank and their
subsidiaries are required to file periodic reperith these regulators and provide any additionfdrimation that they may require.

The following summary describes some of the magaiicant laws, regulations, and policies that efffeur operations; it is not intended
to be a complete listing of all laws that applyuto From time to time, federal, state and foreggidlation is enacted and regulations are
adopted which may have the effect of materiallyéasing the cost of doing business, limiting orading permissible activities, or affecting
the competitive balance between banks and othandial services providers. We cannot predict whethevhen potential legislation will be
enacted, and if enacted, the effect that it, oriemplementing regulations, would have on our firiahcondition or results of operations.

Regulation of Holding Compat

The Federal Reserve Board requires SVB Financialaimtain minimum capital ratios, as discussedweloder “Regulatory Capital”
Under Federal Reserve Board policy, a bank holdorgpany is also required to serve as a sourc@aidial and managerial strength to its
subsidiary banks and may not conduct its operafivas unsafe or unsound manner. In addition, thhésFederal Reserve Boasd@olicy that, i
serving as a source of strength to its subsidiank{s), a bank holding company should stand reads¢ available resources to provide
adequate capital funds to its subsidiary bank(gihdyeriods of financial stress or adversity ahduidd maintain the financial flexibility and
capital-raising capacity to obtain additional reses for assisting its subsidiary bank(s). A baoklimng company’s failure to meet its
obligations to serve as a source of strength teulbsidiary bank(s) or to observe established ¢jniglewith respect to the payment of dividends
by bank holding companies generally will be consdeby the Federal Reserve Board to be an unsdfarssound banking practice, a violat
of the Federal Reserve Board’s regulations, or.both

Bank holding companies are generally prohibitegeex in certain statutorily prescribed instancetuiding exceptions for financial
holding companies, from acquiring direct or indirenership or control of more than 5% of the ansling voting shares of any company |
is not a bank or bank holding company and from gimgadirectly or indirectly in activities other thahose of banking, managing or controll
banks, or furnishing services to its subsidiari&®wever, subject to prior notice or Federal Res@ward approval, bank holding companies
may engage in, or acquire shares of companies edgagactivities determined by the Federal ResBo@d to be so closely related to
banking or managing or controlling banks as to peoper
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incident thereto. Pursuant to our election as anfimal holding company, SVB Financial may make &itjons and engage in these nonbanking
and certain other activities without prior FeddRalserve Board approval. Additionally, as a finahle@ding company, SVB Financial may
affiliate with securities firms and insurance comiga and engage in other activities determinechbyFederal Reserve Board to ffi@éncial in
nature” or are incidental or complementary to atgs that are “financial in nature,” which includamong other things, merchant banking
investments.

In order to elect or retain financial holding compatatus, all depository institution subsidiariés: bank holding company must be well
capitalized, well managed, and, except in limitedwnstances, in satisfactory compliance with tleen@unity Reinvestment Act. Failure to
sustain compliance with these requirements or cbanrey non-compliance within a fixed time periodilcbrequire us to divest the Bank or to
conform all of our activities to those permissifide a bank holding company.

In March 2000, the Gramm-Leach-Bliley Act (the “GI&&t") or Financial Services Modernization Act 399 became effective and
created the category of financial holding compariigxler the GLB Act, banks, subject to various regaents, are permitted to engage
through “financial subsidiaries” in certain finaaktactivities permissible for affiliates of finaatiholding companies. However, to be able to
engage in such activities banks must also be wapitalized and well managed and have receivedaat ke“satisfactory” rating in its most
recent Community Reinvestment Act examination.

SVB Financial is also treated as a bank holdinggamy under the California Financial Code. As si8WB Financial and its subsidiaries
are subject to periodic examination by, and mayelogired to file reports with, the DFI.

Regulatory Capita

The federal banking agencies have adopted riskdbezeggital guidelines for bank holding companies banks that are expected to
provide a measure of capital that reflects the elegf risk associated with a banking organizatiopsrations for both transactions reported on
the balance sheet as assets, such as loans, aed¢oorded as off-balance sheet items, such asitorants, letters of credit and recourse
arrangements. Under these capital guidelines, hgrikiganizations are required to maintain certaimmum capital ratios, which are obtained
by dividing its qualifying capital by its total ksadjusted assets and off-balance sheet itemsnargl, the dollar amounts of assets and certain
off-balance sheet items are “risk-adjustadtl assigned to various risk categories. Qualifgiagjtal is classified in one of three tiers, dejirg
on the type of capital:

» “Tier 1 capital” consists of common equity, retairearnings, qualifying non-cumulative perpetuafgmed stock, a limited amount
of qualifying cumulative perpetual preferred staeid minority interests in the equity accounts ofsmidated subsidiaries
(including trust-preferred securities), less goddarnd certain other intangible assets. Qualifylngr 1 capital may consist of trust-
preferred securities, subject to certain criterid guantitative limits for inclusion of restrictedre capital elements in Tier 1 capit

» “Tier 2 capital” includes, among other things, hghrapital instruments, perpetual debt, mandatorywertible debt securities,
subordinated debt, preferred stock that does ralifguas Tier 1 capital, a limited amount of allavee for loan and lease loss

» “Tier 3 capite” consists of qualifying unsecured subordinated ¢

Under the capital guidelines, there are three foretdal capital ratios: a total risk-based capasib; a Tier 1 riskbased capital ratio anc
Tier 1 leverage ratio. The minimum required rafarsbank holding companies and banks are eightameréour percent and four percent,
respectively. Additionally, for SVB Financial tomain a financial holding company, the Bank musilbtimes be “well-capitalized,” which
requires the Bank to have a total risk-based daitid, a Tier 1 risk-based capital ratio and arTl leverage ratio of at least ten percent, six
percent and five percent, respectively. Moreovighoagh not a requirement to maintain
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financial holding company status, maintaining timafcial holding company at “well-capitalized” statprovides certain benefits to the
company, such as the ability to repurchase stottkowt prior regulatory approval. To be “well-cajfitad,” the holding company must at all
times have a total risk-based and Tier 1 risk-basguital ratio of at least ten percent and six @etr,crespectively. There is no Tier 1 leverage
requirement for a holding company to be deemed-gagitalized. At December 31, 2007, the respectagtal ratios of SVB Financial and the
Bank exceeded these minimum percentage requirerfeeriisell-capitalized” institutions. See Note 2Rdgulatory Matters) of the “Notes to
the Consolidated Financial Statements” under Patem 8 in this report.

SVB Financial is also subject to rules that gowtbregulatory capital treatment of equity invegttsen non-financial companies made
on or after March 13, 2000 and held under certpatified legal authorities by a bank or bank hajdiempany. Under the rules, these equity
investments will be subject to a separate capitafge that will reduce a bank holding company’s Tieapital and, as a result, will remove
these assets from being taken into considerati@stablishing a bank holding company’s requiredtabmatios discussed above. The rules
provide for the following incremental Tier 1 capitharges: 8% of the adjusted carrying value ofpibetion of aggregate investments that are
up to 15% of Tier 1 capital; 12% of the adjustethydag value of the portion of aggregate investrsehat are between 15% and 25% of Tier 1
capital; and 25% of the adjusted carrying valuthefportion of aggregate investments that exce@tl @bTier 1 capital.

Further, the federal banking agencies have alsptada joint agency policy statement, which stdtasthe adequacy and effectivenes
a bank’s interest rate risk management processhanigvel of its interest rate exposures are @lifiactors in the evaluation of the bank’s
capital adequacy. A bank with material weaknesséds interest rate risk management process or leiggis of interest rate exposure relativ
its capital will be directed by the federal bankagencies to take corrective actions.

The current risk-based capital guidelines are baped the 1988 capital accord of the Internati®@edel Committee on Banking
Supervision. A new international accord, referred$ Basel I, which emphasizes internal assessofienédit, market and operational risk,
supervisory assessment and market discipline iraéing minimum capital requirements, will becomandatory for large international
banks outside the U.S. in 2008, and must be conhplith in a “parallel run” for two years along withe existing Basel | standards. Other
banks may adopt the Basel Il framework, but areregtired to do so. The U.S. federal regulatorynages are expected to release separate
rules in 2008 to offer U.S. banks that do not ad®gstel Il an alternative “standardized approacheuhsel 11” option to address concerns that
the Basel Il framework may offer significant compe¢ advantages for the largest U.S. and inteomati banks. The U.S. banking agencies
have indicated, however, that they will retain thiaimum leverage requirement for all U.S. banks.

Prompt Correction Action and Other General EnforesmAuthority

Federal banking agencies possess broad powetset@darective and other supervisory action aganshsured bank and its holding
company. Federal laws require each federal bardgegcy to take prompt corrective action to restiheeproblems of insured banks.
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Each federal banking agency has issued reguladiefising five categories in which an insured defmrgiinstitution will be placed, bas
on the level of its capital ratios: well-capitalizedequately capitalized, undercapitalized, sigaiftly undercapitalized, and critically
undercapitalized. Based upon its capital levelsarek that is classified as well-capitalized, adéglyacapitalized, or undercapitalized may be
treated as though it were in the next lower cagigégory if the appropriate federal banking ageaégr notice and opportunity for hearing,
determines that an unsafe or unsound conditioapnamsafe or unsound practice, warrants such tegdtmt each successive lower-capital
category, an insured bank is subject to more migtnis, including restrictions on the bank’s adi@és, operational practices or the ability to pay
dividends.

In addition to measures taken under the prompectise action provisions, bank holding companied iasured banks may be subject to
potential enforcement actions by the federal reguafor unsafe or unsound practices in condudtiedr business, or for violation of any law,
rule, regulation, condition imposed in writing thetagency or term of a written agreement with thenay. In more serious cases, enforcement
actions may include the appointment of a consenatoeceiver for the bank; the issuance of a caasledesist order that can be judicially
enforced; the termination of the bank’s depositiiaace; the imposition of civil monetary penaltitsse issuance of directives to increase
capital; the issuance of formal and informal agreets; the issuance of removal and prohibition aréeyainst officers, directors, and other
institution-affiliated parties; and the enforcemehsuch actions through injunctions or restrainimders based upon a judicial determination
that the agency would be harmed if such equitadliefrwas not granted.

Regulation of Silicon Valley Bal

The Bank is a California state-chartered bank ammber of the Federal Reserve System. The Baswbigct to primary supervision,
periodic examination and regulation by the DFI #melFederal Reserve Bank of San Francisco. If thiedDthe Federal Reserve Board should
determine that the financial condition, capitalon@ges, asset quality, earnings prospects, manageliggidity, or other aspects of the Bank’s
operations are unsatisfactory, or that the Bariksananagement is violating or has violated any éawegulation, various remedies are
available to the DFI and the Federal Reserve Bapending on the severity of the violation. Susiedies include the power to enjoin
“unsafe or unsound” practices, to require affirmataction to correct any conditions resulting frany violation or practice, to impair SVB
Financial’s financial holding company status, tuis an administrative order that can be judiciatiforced, to direct an increase in capital, to
restrict the growth of the Bank, to assess civihetary penalties, and to remove officers and dirsctin addition, the FDIC may also termin
the Bank’s deposit insurance, which for a Califarsiate-chartered bank would result in a revocaifdhe Bank’s charter. Various
requirements and restrictions under the laws oStage of California and the United States affeetdperations of the Bank. State and federal
statutes and regulations relate to most aspedtedank’s operations, including reserves agaiapbdits, ownership of deposit accounts,
interest rates payable on deposits, loans, invegsnmergers and acquisitions, borrowings, dividetatations of branch offices, investmen
nonfinancial enterprises and capital requiremedrusther, the Bank is required to maintain certairels of capital. (SeeRegulatory Capitaf
above.)

Because California permits commercial banks chedtél the state to engage in any activity permlisgdr national banks, the bank can
form subsidiaries to engage in the many so-calbbastly related to banking” or “nonbanking” actieg commonly conducted by national
banks in operating subsidiaries, subject to appléecatate or FDIC requirements. However, in orddotm a financial subsidiary, the Bank
must be “well-capitalized”, “well-managed” and iatisfactory compliance with the Community ReinvesttnAct. Further, the Bank must
exclude from its assets and equity all equity itwesits, including retained earnings, in a finansiddsidiary, for regulatory reporting purpos
The assets of the subsidiary may not be consotidaith the Banks assets. The Bank must also have policies an@guoes to assess financ
subsidiary risk and protect the Bank from suchgigkd potential liabilities and is subject to thene capital deduction, risk management and
affiliate transaction rules as applicable to naldrenks. Generally, a financial subsidiary is pgéed to engage in activities that are “financial
in nature” or incidental thereto, even though they not permissible for the national bank to condirectly within the bank. The definition of
“financial in nature” includes, among other
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items, underwriting, dealing in or making a marikesecurities, including, for example, distributisigares of mutual funds.
Restrictions on Dividenc

A Federal Reserve Board policy statement providasa bank holding company may pay cash dividenéisto the extent that the
holding company’s net income for the past yeaufficgent to cover both the cash dividends andta od earnings retention that is consistent
with the holding company’s capital needs, asselityuend overall financial condition. The policyas¢ment also provides that it would be
inappropriate for a bank holding company experiegaerious financial problems to borrow funds tg gaidends. Furthermore, under the
federal prompt corrective action regulations, tieeédral Reserve Board may prohibit a bank holdimggamy from paying any dividends if the
holding company’s bank subsidiary is classifieduaslercapitalized.”

Dividends from the Bank constitute the principalis® of cash revenues for SVB Financial. The Bardubject to various federal and
state statutory and regulatory restrictions omli#ity to pay dividends. In addition, the bankiagencies have the authority to prohibit the Bank
from paying dividends, depending upon the Bankiafficial condition, if such payment is deemed tostitute an unsafe or unsound practice.

Transactions with Affiliates

Transactions between the Bank and its operatingidiabies (such as SVB Securities, Inc. or SVB A84anagement) on the one hand,
and the Bank’s affiliates (such as SVB Financi&lBSAnalytics, or an SVB Global entity) are subjéatrestrictions imposed by federal and
state law, designed to protect the Bank and itsididries from engaging in unfavorable behaviohvitfiteir affiliates. More specifically, these
restrictions, contained in Federal Reserve BoaglLiR¢ion W, prevent SVB Financial and other afféis from borrowing from, or entering ir
other credit transactions with, the Bank or itsratiag subsidiaries unless the loans or other tteatisactions are secured by specified amc
of collateral. All loans and credit transactionsl ather “covered transactions” by the Bank andjitsrating subsidiaries with any one affiliate
are limited, in the aggregate, to 10% of the Bamkigital and surplus; and all loans and creditsaations and other “covered transactions” by
the Bank and its operating subsidiaries with dlliafes are limited, in the aggregate, to 20%lwf Bank’s capital and surplus. For this purpose,
a “covered transaction” generally includes, amotiggothings, a loan or extension of credit to diliatfe; a purchase of or investment in
securities issued by an affiliate; a purchase sé@sfrom an affiliate; the acceptance of a secigsued by an affiliate as collateral for an
extension of credit to any borrower; and the isseaof a guarantee, acceptance, or letter of coaditehalf of an affiliate. In addition, the Bank
and its operating subsidiaries generally may nothmse a low-quality asset from an affiliate. Mot covered transactions and other
specified transactions by the Bank and its opegatirbsidiaries with an affiliate must be on termd eonditions, including credit standards,
that are substantially the same, or at least awgdde to the Bank or its subsidiaries, as thosgailing at the time for comparable transactions
with nonaffiliated companies. An entity that isieedt or indirect subsidiary of the Bank would et considered to be an “affiliatef the Banl
or its operating subsidiaries for these purposésssarit fell into one of certain categories, susladfinancial subsidiary” authorized under the
GLB Act.

Loans to Insider:

Extensions of credit by the Bank to insiders othbibie Bank and SVB Financial are subject to praioibs and other restrictions imposed
by federal regulations. For purposes of these dinflihsiders” include directors, executive officarsd principal shareholders of the Bank or
SVB Financial and their related interests. The taetated interest” means a company controlled lo§rector, executive officer or principal
shareholder of the Bank or SVB Financial. The Bardy not extend credit to an insider of the Ban&dB Financial unless the loan is made
on substantially the same terms as, and subjexetht underwriting procedures that are no lesagnt than, those prevailing at the time for
comparable transactions with non-insiders. Undeeifal banking

13



Table of Contents

regulations, the Bank may not extend a loan talersi in an amount greater than $500,000 withoort wdard approval (with any interested
person abstaining from participating directly adinectly in the voting). The federal regulationag# additional restrictions on loans to
executive officers, and generally prohibit loangxecutive officers other than for certain spedifpeirposes. The Bank is required to maintain
records regarding insiders and extensions of cteditem.

Safety and Soundness Guidelines

Banking regulatory agencies have adopted guidetmessist in identifying and addressing potersiety and soundness concerns be
capital becomes impaired. The guidelines establpgrational and managerial standards generallgingl#o: (1) internal controls, information
systems, and internal audit systems; (2) loan decation; (3) credit underwriting; (4) interestea&xposure; (5) asset growth and asset
quality; and (6) compensation, fees, and bendfitaddition, the banking regulatory agencies hala@pted safety and soundness guidelines for
asset quality and for evaluating and monitoringhgeys to ensure that earnings are sufficient ferrttaintenance of adequate capital and
reserves.

Premiums for Deposit Insuran:

The FDIC merged the Bank Insurance Fund and than§syAssociation Insurance Fund to form the Depositirance Fund (“DIF”) in
2006. Through the DIF, the FDIC insures the Bawgkistomer deposits up to prescribed limits for edepositor. The Bank is a member of the
DIF.

The FDIC has established a system for setting diejpssirance premiums based upon the risks a péatibank poses to the insurance
fund. The FDIC has established a risk-based syatsmssment system to determine the deposit ingueasessment to be paid by insured
depository institutions based upon capital levels supervisory ratings assigned by the Bank’s piyrfrederal regulator, and other risk
measures. Assessment rates for the insurance odéjésits in 2007 ranged between a minimum of fsden well-managed, well-capitalized
banks to a maximum of 43 cents for institutionsipgshe most risk to the DIF, per $100 in assegsdbposits. Institutions in Risk Category |
were charged a rate between 5 and 7 cents. The FlajCncrease or decrease the assessment rateigchadrterly. As of December 31,
2007, the Bank’s assessment rate was between B egts per $100 in assessable deposits. We recaiore-time credit from the FDIC to
offset assessments in 2007.

In addition, all federally insured institutions asgjuired to pay assessments to the FDIC at are&naie of insured deposits to fund
interest payments on bonds issued by the Finar@argoration, an agency of the federal governmetabéished to recapitalize the predecessor
to the Savings Association Insurance Fund. Thesassent rate relating to these bonds effective 8072vas between 1.14 and 1.22 basis
points of assessable deposits. These assessmentd ba offset with any one time credits and afgeeted to continue until the Financing
Corporation bonds mature by 2019.

USA Patriot Act of 2001

As part of the Uniting and Strengthening AmericaRvgviding Appropriate Tools Required to Interceptl Obstruct Terrorism Act of
2001 (“USA Patriot Act”), Congress adopted the ing&ional Money Laundering Abatement and Finangiati-Terrorism Act of 2001
(“IMLAFATA"). IMLAFATA amended the Bank Secrecy Adt'BSA”) and adopted certain additional measured #stablished or increased
existing obligations of financial institutions, inding the Bank, to identify their customers, moniand report suspicious transactions, respond
to requests for information by federal banking tatpry authorities and law enforcement agencied, ahthe option of the Bank, share
information with other financial institutions. TleS. Secretary of the Treasury has adopted seregyalations to implement these provisions.
Pursuant to these regulations, the Bank is requirésiplement appropriate policies and procedueégting to anti-money laundering matters,
including compliance with applicable regulationssicious activities, currency transaction repgréimd customer due diligence. Our BSA
compliance program is subject to federal regulatewew.
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Consumer Protection Laws and Regulations

The Bank is subject to many federal consumer ptiotestatutes and regulations, such as the ComgnReiinvestment Act, the Equal
Credit Opportunity Act, the Truth in Lending Achet National Flood Insurance Act and various fedanal state privacy protection laws.
Penalties for violating these laws could subjeetBiank to lawsuits and could also result in adniafive penalties, including, fines and
reimbursements. The Bank and SVB Financial are aubgect to federal and state laws prohibiting irdafraudulent business practices,
untrue or misleading advertising and unfair contjueti

In recent years, examination and enforcement bygtite and federal banking agencies for non-comgdiavith consumer protection laws
and their implementing regulations have become rmtemse. Due to these heightened regulatory cascéite Bank may incur additional
compliance costs or be required to expend additimmas for investments in its local community.

Sarbanes-Oxley Act of 2002

We are subject to the Sarbanes-Oxley Act of 20@aityanes-Oxley”), which implemented a broad rarigmporate governance and
accounting measures, generally to increase cogogaponsibility, provide for enhanced penaltiesafacounting and auditing improprieties at
publicly-traded companies, and protect investorgigyroving the accuracy and reliability of disclossi under federal securities laws. Under
Sarbanes-Oxley, we are required to file periodgores with the SEC under the Securities and Exchag of 1934. Among other things,
Sarbanes-Oxley and/or its implementing regulatiange established new membership requirements atiticadl responsibilities for our audit
committee, imposed restrictions on the relation$lgppveen us and our outside auditors, imposediadditresponsibilities for our external
financial statements on our chief executive offiged chief financial officer, expanded the disctestequirements for our corporate insiders,
and required our management to evaluate our dis&aontrols and procedures and our internal cbatrer financial reporting. The Nasdaq
Stock Market, Inc. has also imposed corporate garere requirements as well.

Regulation of Certain Subsidiari

Our subsidiaries that are registered as braleaters, such as SVB Securities, are subject tdatgn by the SEC and FINRA. SVB As:
Management, our investment advisor subsidianegsstered with the SEC under the Investment Adsigat of 1940, as amended, and is
subject to its rules and regulations.

Our broker-dealer subsidiaries are subject to RG&S8-1 under the Securities Exchange Act of 1984mended, which is designed to
measure the general financial condition and liquidf a broker-dealer. Under this rule, our broklealer subsidiaries are required to maintain
the minimum net capital deemed necessary to megtdbntinuing commitments to customers and otHegnsler certain circumstances, this |
could limit the ability of the Bank to withdraw dégd from SVB Securities.

Additionally, our foreign-based subsidiaries aoaubject to foreign laws and regulations, sudih@se promulgated by the Financial
Services Authority in the United Kingdom and thesBwe Bank of India.

Available Information

We make available free of charge through our Irgewebsitehttp://www.svb.compur annual report on Form 10-K, quarterly reports o
Form 10-Q, current reports on Form 8-K, and amemdsi® those reports filed or furnished pursuargéotion 13(a) or 15(d) of the Exchange
Act, as soon as reasonably practicable after swathnmal is electronically filed with or furnished the SEC. The contents of our website are not
incorporated herein by reference and the websileead provided is intended to be an inactive téxafarence only.
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ITEM 1A. RISK FACTORS

Our business faces significant risks, includingditiemarket/liquidity, operational, legal/regulatpand strategic/reputation risks. The
factors described below may not be the only riskdage and are not intended to serve as a compsahefisting or be applicable only to tl
category of risk under which they are disclosece fikks described below are generally applicablentare than one of the following categor
of risks. Additional risks that we do not yet knmfvor that we currently think are immaterial magalimpair our business operations. If any of
the events or circumstances described in the fatigiactors actually occurs, our business, finahciandition and/or results of operations
could suffer.

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

As a lender, we face the risk that our client bees will fail to pay their loans when due. If bower defaults cause large aggregate
losses, it could have a material adverse effecuwrbusiness, profitability and financial conditidfle reserve for such losses by establishin
allowance for loan losses, which results in a cbaogour earnings. We have established an evaluptimcess designed to determine the
adequacy of our allowance for loan losses. While eélialuation process uses historical and othexabilve information, the classification of
loans and the forecasts and establishment of eses are dependent to a great extent on our subjassessment based upon our experience
and judgment. There can be no assurance thatlowaaice for loan losses will be sufficient to alisfuture loan losses or prevent a material
adverse effect on our business, profitability andricial condition.

Because of the credit profile of our loan portfolig our levels of nonperforming assets and charge-aftan be volatile. We may need to
make material provisions for loan losses in any pé&d, which could reduce net income or increase nétsses in that period.

Our loan portfolio has a credit profile differenbdf that of most other banking companies. Manywfloans are made to companies in
the early stages of development with negative @asls and no established record of profitable opens. In many cases, repayment of the
loan is dependent upon receipt of additional edfiritgncing from venture capitalists or others. @tdlal for many of our loans often includes
intellectual property, which is difficult to valed may not be readily salable in the case of dtefdacause of the intense competition and
rapid technological change that characterizes ¢ingp@anies in our technology and life sciences inglusctors, a borrower’s financial position
can deteriorate rapidly. Additionally, we are irasang our lending to larger private equity firmslawmrporate technology clients, including
some companies with greater levels of debt relatuwleir equity, and have increased the averagediour loans over time. These changes
could affect the risk of borrower default and irage the impact on us of any single borrower def&oit all of these reasons, our level of
nonperforming loans, loan charge-offs and additiafiawance for loan losses can be volatile andvay materially from period to period.
Increases in our level of nonperforming loans memyuire us to increase our provision for loan lossesy period, which could reduce our net
income or cause net losses in that period. Additlgnsuch increases in our level of nonperformimens may also have an adverse effect on
our credit ratings and market perceptions of us.

Market/Liquidity Risks

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

A major portion of our net income comes from ouerest rate spread, which is the difference betvieeinterest rates paid by us on
amounts used to fund assets and the interestaatefees we receive on our interest-earning asaktgund assets using deposits and other
borrowings. While we offer some interest-bearingatst
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products, most of our deposit products are norréstebearing. Our interest-earning assets incloded extended to our clients and securities
held in our investment portfolio.

Changes in interest rates impact our interestsitead. Increases in market interest rates wélyikause our interest rate spread to
increase. Conversely, if interest rates declinejmterest rate spread will likely decline. Recdatreases in market interest rates have caused
our interest rate spread to decline, which redoceset income. Unexpected interest rate declinmg aso adversely affect our business
forecasts and expectations. Interest rates ardytsghsitive to many factors beyond our controthsas inflation, recession, global economic
disruptions, unemployment and the fiscal and magetalicies of the federal government and its agesic

In addition to general changes in the level ofrie$erates, increases in the interest rates wepaynounts used to fund assets or
decreases in the interest rates we receive omtarest-earning assets could affect our interéstsread. For example, since 2006 we have
funded our loan growth primarily through short- dodg-term borrowings. These funds carry meanidgfuigher interest rate costs than our
current deposit base. If we significantly increds2amount of our assets that we fund through bongs rather than deposits, our interest rate
spread will likely decline. Similarly, if we signifantly increase the amount of our assets thatwed through interest-bearing deposits, or
increase the rates we pay on those deposits, tarest rate spread likely would decline. Interasts paid by us could be affected by
competitive, legislative or other developments. &mmple, in 2007 we introduced two new interestriog deposit products, intended to
enhance our deposit levels to support our loan tirosnd in the future, we may introduce additiangrest-bearing deposit products. In
addition, Congress has for many years debated lregealaw that prohibits banks from paying inténeges on checking accounts. If this law
were to be repealed, we would be subject to cotiytiressure to pay interest on our clients’ cireglaccounts.

The interest rates we receive on our interest-egrassets could be affected by a variety of factoctuding market interest rates,
competition, a change over time in the mix of loaamprising our loan portfolio and the mix of loaare investment securities on our balance
sheet. Any material reduction in our interest sgteead could have a material adverse effect otasiness, profitability and financial
condition.

Our business is dependent upon access to funds dtractive terms. Consequently, a reduction in our cedit ratings could adversely
affect our business, profitability and financial cadition.

We derive our net interest income through lendinneesting capital on terms that provide retumexcess of our costs for obtaining
that capital. As a result, our credit ratings an@artant to our business. A reduction in our crealings could adversely affect our liquidity and
competitive position, increase our borrowing castgicrease the interest rates we pay on depésitther, our credit ratings and the terms
which we have access to capital may be influengediroumstances beyond our control, such as oveeaitls in the general market
environment, perceptions about our creditworthirmssarket conditions in the industries in which foeus.

Equity warrant asset, private equity fund and dired equity investment portfolio gains or losses depehupon the performance of the
portfolio investments and the general condition ofhe public equity markets, which are uncertain andmay vary materially by period.

We historically have obtained rights to acquirecktan the form of equity warrant assets, in certdients as part of negotiated credit
facilities and for other services. We also have enagestments in private equity funds as well asaiequity investments in companies. The
timing and amount of income, if any, from the disgion of equity warrant assets, securities obthifieough the exercise of equity warrant
assets, private equity funds and direct equitystments, as well as the fair market value of thigdds and investments, typically depend upon
factors beyond our control, including the perforemof the underlying portfolio companies, investemand for initial public offerings
(“IPOs"), fluctuations in the market prices of the

17



Table of Contents

underlying common stock of these companies, levkiserger and acquisition activity and legal andtcactual restrictions on our ability to
sell securities and investments. In future peri@dsmay not be able to continue to obtain equityrarg assets to the same extent we
historically have achieved, we may not realize gdiiom the exercise of equity warrant assets, #iesgyealized upon the sale of the securities
obtained through the exercise of equity warraneétsand the gains realized upon the sale of out durdirect equity investments may be
materially less than the current fair value of ¢guiarrant assets reflected in our financial staets, or the fair market value of some or all of
these equity warrant assets could decline. Eathesk developments could have a material advefieset eh our profitability and financial
condition. All of these factors are difficult togatict. Due to the nature of investing and holdiggiy warrant assets in private equity venture-
backed technology and life science companies litédy that investments within our portfolio witlecome impaired. However, we are not in a
position to know at the present time which spedifiestments, if any, are likely to become impaioedhe extent or timing of individual
impairments. Therefore, we cannot predict futukegtment gains or losses with any degree of acguaati any gains or losses are likely to
vary materially from period to period.

Public equity offerings and mergers and acquisitios involving our clients can cause loans to be paaff early, which could adversely
affect our business, profitability and financial cadition.

While an active market for public equity offeringsd mergers and acquisitions generally has positipdications for our business, one
negative consequence is that our clients may pagra&duce their loans with us if they completeudlic equity offering, are acquired by or
merge with another entity or otherwise receivegaificant equity investment. Any significant redioct in our outstanding loans could have a
material adverse effect on our business, profitgkahd financial condition.

Operational Risks
If we fail to retain our key employees or recruit rew employees, our growth and profitability could beadversely affected.

We rely on key personnel, including a substantismhber of employees who have technical expertigkedim subject matter area and a
strong network of relationships with individualsdainstitutions in the markets we serve. If we wier@ave less success in recruiting and
retaining these employees than our competitorsgmwth and profitability could be adversely affeitt We believe that our employees
frequently have opportunities for alternative enyph@nt with other organizations, including competiimgincial institutions and our clients.

Changes to our employee compensation structure cabadversely affect our results of operations and &h flows, as well as our ability t
attract, recruit and retain certain key employees.

In May 2006, in an effort to align our option graate to that of other financial institutions siarito us, we committed to restrict the total
number of shares of our common stock issued uridek sptions, restricted stock awards, restrictedlsunit awards, stock bonus awards and
any other equity awards granted during a fiscat gsaa percentage of the total number of sharesasuting on a prospective basis. We may in
the future consider taking other actions to modifyployee compensation structures, such as graceisty compensation or other forms of
equity compensation. Our decision to reduce thebaurof option shares to be granted on a prospebtises, and any other future changes we
may adopt in our employee compensation structaadd adversely affect our results of operatiord eash flows, as well as our ability to
attract, recruit and retain certain key employees.

The occurrence of breaches of security in our onlmbanking services could have a material adversefe€t on our business, financial
condition and results of operations.

We offer various internet-based services to oenti, including online banking services. The setamesmission of confidential
information and execution of transactions overltiiernet is essential to protect us and our cliegnst fraud and to maintain our clients’
confidence in our online services. Increases imicral
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activity levels, advances in computer capabilitiesy discoveries or other developments could réswtcompromise or breach of the
technology, processes and controls we use to préamulent transactions and to protect clienmisection data, as well as the technology |
by our clients to access our systems. Although axestdeveloped systems and processes that are el@sgprevent security breaches and
periodically test our security, failure to mitigdieeaches of security could result in losses torumur clients, result in a loss of business and/or
clients, cause us to incur additional expenseschtffur ability to grow our online services bussesibject us to additional regulatory scrutiny,
or expose us to civil litigation and possible fioga liability, any of which could have a materadverse effect on our business, financial
condition and results of operations. More generalliblicized security problems could inhibit the@gth of the Internet as a means of
conducting commercial transactions. Our abilitptovide financial services over the Internet wooddseverely impeded if clients became
unwilling to transmit confidential information onk. As a result, our business, financial conditiod results of operations could be adversely
affected.

Business disruptions and interruptions due to natual disasters and other external events beyond oupntrol can adversely affect our
business, financial condition and results of oper&ins.

Our operations can be subject to natural disaatedother external events beyond our control, ssobarthquakes, fires, severe weather,
public health issues, power failures, telecommuidodoss, major accidents, terrorist attacks, a€tsar, and other natural and man-made
events. Our corporate headquarters and a portionrogritical business offices are located in @atifa near major earthquake faults. Such
events of disaster, whether natural or attributédleuman beings, could cause severe destructismypdion or interruption to our operations or
property. Financial institutions, such as us, gathemust resume operations promptly following amerruption. If we were to suffer a
disruption or interruption and were not able taurae normal operations within a period consistetih widustry standards, our business could
suffer serious harm. In addition, depending onnéieire and duration of the disruption or interraptiwe might be vulnerable to fraud,
additional expense or other losses, or to a logsisiness and/or clients. We are in the procegamementing our business continuity progr
which is a multi-year effort. We began implementthging 2005, but it has not yet been completeer@&lis no assurance that our business
continuity program can adequately mitigate thesisksuch business disruptions and interruptions.

Additionally, natural disasters and external eveotsld affect the business and operations of dantd, which could impair their ability
to pay their loans or fees when due, impair theealf collateral securing their loans, cause dents to reduce their deposits with us, or
otherwise adversely affect their business dealvigs us, any of which could have a material advef§ect on our business, financial condition
and results of operations.

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

We rely on third parties in a variety of ways, imting to provide key components of our businesmsgtfucture or to further our business
objectives. These third parties may provide sesstoeus and our clients or serve as partners iméss activities. We rely on these third parties
to fulfill their obligations to us, to accuratelyform us of relevant information and to conducirtlaetivities professionally and in a manner that
reflects positively on us. Any failure of our bus#s partners, service providers or other thirdgmtd meet their commitments to us or to
perform in accordance with our expectations coaldrhour business and operations, financial perfao@astrategic growth or reputation.

We face risks associated with the ability of our iformation technology systems and our processes tapport our operations and future
growth effectively.

In order to serve our target clients effectively ave developed a comprehensive array of bankidgtner products and services. In
order to support these products and services, we theveloped and purchased or
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licensed information technology and other systentsgocesses. As our business continues to growyilveontinue to invest in these syste
and processes. These investments may affect auefptofitability. In addition, there can be nowssice that we will be able to effectively ¢
timely improve our systems and processes to mediusiness needs efficiently, whether by imprownésting systems and processes or
adding or transitioning to new systems and procegsey interruption, failure or security breachor information technology systems or
processes, or any failure to effectively and timigdprove these systems and processes to meet simels needs, could adversely affect our
operations, financial condition, results of opemasi, future growth and reputation.

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

In deciding whether to extend credit or enter imtioer transactions with customers and countergantie may rely on information
furnished to us by or on behalf of customers andhterparties, including financial statements afépfinancial information. We also may r
on representations of customers and counterpasiés the accuracy and completeness of that intiwmand, with respect to financial
statements, on reports of independent auditorsekample, in deciding whether to extend creditymay assume that a customer’s audited
financial statements conform to U.S. generally ptse accounting principles (“GAAP3nd present fairly, in all material respects, tharicial
condition, results of operations and cash flowthefcustomer. We also may rely on the audit repmrering those financial statements. Our
financial condition and results of operations cdmtdnegatively affected if we rely on financialtstaents or other information that do not
comply with GAAP or that are materially misleadioginaccurate.

Our accounting policies and methods are key to howe report our financial condition and results of ogrations. They may require
management to make estimates about matters that arencertain.

Our accounting policies and methods are fundaménmtabw we record and report our financial conditamd results of operations. Our
management must exercise judgment in selectingpplying many of these accounting policies and oadtso they comply with GAAP and
reflect management’s judgment of the most apprépri@anner to report our financial condition andutss In some cases, management must
select the accounting policy or method to applyfitavo or more alternatives, any of which might basonable under the circumstances yet
might result in our reporting materially differeanhounts than would have been reported under aeliffalternative.

Changes in accounting standards could materially ippact our financial statements.

From time to time, FASB or the SEC may change ithenfcial accounting and reporting standards thaegothe preparation of our
financial statements. In addition, the bodies tht@rpret the accounting standards (such as banmkigpglators or outside auditors) may change
their interpretations or positions on how thesad#ads should be applied. These changes may bateyw control, can be hard to predict and
can materially impact how we record and reportfmancial condition and results of operations. dme cases, we could be required to apply a
new or revised standard retroactively, or applgxsisting standard differently, also retroactivetyeach case resulting in our restating prior
period financial statements.

If we fail to maintain an effective system of intenal control over financial reporting, we may not beable to accurately report our
financial results. As a result, current and potental stockholders could lose confidence in our finamal reporting, which would harm our
business and the trading price of our stock.

If we identify material weaknesses in our interc@htrol over financial reporting or are otherwiseuired to restate our financial
statements, we could be required to implement esiperand time-consuming remedial measures and dosgdinvestor confidence in the
accuracy and completeness of our financial repdtss could have an adverse effect on our busitiess)cial condition and results of
operations, including our stock price, and coulteptally subject us to litigation.
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Legal/Regulatory Risk:

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

SVB Financial Group, including the Bank, is extee$y regulated under federal and state laws gomgrfinancial institutions. Federal
and state laws and regulations govern, limit oep#lise affect the activities in which we may engagd may affect our ability to expand our
business over time. In addition, a change in th@iegble statutes, regulations or regulatory potioyld have a material effect on our business,
including limiting the types of financial servicasd products we may offer or increasing the abdftponbanks to offer competing financial
services and products. These laws and regulatisngequire financial institutions, including SVBn&Encial and the Bank, to maintain certain
minimum levels of capital, which may affect ourléhito use our capital for other business purpogesddition, increased regulatory
requirements, whether due to the adoption of news kand regulations, changes in existing laws agdlagions, or more expansive or
aggressive interpretations of existing laws andil@gns, may have a material adverse effect orbaaimess, financial condition and
profitability.

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

Federal and state banking regulators possess pmagls to take supervisory or enforcement actiah vaspect to financial institutions.
Other regulatory bodies, including the SEC, FINRA atate securities regulators, regulate brokeledgancluding our subsidiaries SVB
Alliant and SVB Securities. If SVB Financial Growgre to violate, even if unintentionally or inadiestly, the laws governing financial
institutions and broketlealers, the regulatory authorities could takeotariactions against us, depending on the sevdriheoviolation, such ¢
revoking necessary licenses or authorizations, gimgocensures, civil money penalties or fines,ilggseease and desist or other supervisory
orders, and suspending or expelling from the sBearusiness a firm, its officers or employeegeduisory actions could result in higher
capital requirements, higher insurance premiumsliamthtions on the activities of SVB Financial Gim These remedies and supervisory
actions could have a material adverse effect orbasiness, financial condition, profitability areputation.

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

SVB Financial is a separate and distinct legaltgffitom its subsidiaries. It receives substantiallyof its cash revenues from dividends
from its subsidiaries, primarily the Bank. Thesediends are the principal source of funds to pagrafing costs, borrowings, if any, and,
should SVB Financial elect to pay dividends. Vasidederal and state laws and regulations limittim@unt of dividends that our bank and
certain of our nonbank subsidiaries may pay to $¥tancial. Also, SVB Financial’s right to particiigain a distribution of assets upon a
subsidiary’s liquidation or reorganization is sudj the prior claims of the subsidiary’s creditor

Strategic/Reputation Risk

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

If conditions deteriorate in the domestic or globabnomy, especially in the technology, life sceemrivate equity and premium wine
industry niches, our business, growth and profiitglinay be materially adversely affected. A glghalS. or significant regional economic
slowdown or recession could harm us by adversédctifig our clients’ and prospective clients’ acctscapital to fund their businesses, their
ability to sustain and grow their businesses, ¢ivellof funds they have available to maintain dépptheir demand for loans, their ability to
repay loans and otherwise.
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Decreases in the amount of equity capital availabl® start-up and emerging-growth companies could agersely affect our business,
growth and profitability.

Historically, our strategy has focused on providiamking products and services to emerging-growthganies receiving financial
support from sophisticated investors, includingtues capitalists, “angels,” and corporate invest@vs derive a meaningful share of our
deposits from these emerging growth companies amdde them with loans as well as other bankingdpmts and services. In some cases, our
lending credit decision is based on our analystheflikelihood that our venture capital or angatked client will receive a second or third
round of equity capital from investors. If the ambaof capital available to such companies decredisisdikely that the number of new clients
and investor financial support to our existing bearers could decrease, which could have an advéfieset en our business, profitability and
growth prospects.

Among the factors that have affected and couldhénftiture affect the amount of capital availablstaytup and emerging-growth
companies are the receptivity of the capital markeOs or mergers and acquisitions of companigsmdur technology and life science
industry sectors, the availability and return demiative investments and general economic comditio the technology and life science
industries. Reduced capital markets valuationscceduce the amount of capital available to stastugh emerging-growth companies,
including companies within our technology and 8fgence industry sectors. Additionally, such reduegluations may decrease the value of
our investment portfolio, in which we hold direcfuity investments and warrants in these compaagsell as investments in funds that in\
in these companies, which could have an adversetafh our financial condition and results of ofieres.

We face competitive pressures that could adversesffect our business, profitability, financial condtion and future growth.

Other banks and specialty and diversified finansgalices companies and debt funds, many of whielaager than we are, offer lendi
leasing, other financial products and advisory ises/to our client base. In addition, we competh Wwedge funds and private equity funds,
which currently have very significant amounts opital available to invest and lend. In some casascompetitors focus their marketing on
our industry sectors and seek to increase theilingnand other financial relationships with tectogyl companies, early stage growth
companies or special industries such as wineniestHer cases, our competitors may offer a broeatege of financial products to our clients.
When new competitors seek to enter one of our nisirke when existing market participants seek todase their market share, they
sometimes undercut the pricing and credit termggbeat in that market, which could adversely affaat market share or ability to exploit new
market opportunities. Our pricing and credit tewosld deteriorate if we act to meet these competithallenges, which could adversely affect
our business, profitability, financial conditiondafuture growth. Similarly, competitive pressuresiid adversely affect the business,
profitability, financial condition and future grolwbf our non-banking services, including our ac¢essapital and attractive investment
opportunities for our funds business and our ahiiitsecure attractive engagements in our investivamking business.

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

Our success depends, in part, upon our abilityd&paour products and services to evolving industayndards and to meet the needs of
existing and potential future clients. A failuregohieve market acceptance of any new productsitn@duce, a failure to introduce products
that the market may demand, or the costs associatedleveloping, introducing and providing new gucts and services could have an
adverse effect on our business, profitability arml\gh prospects.

We face risks in connection with our strategic undeakings.

If appropriate opportunities present themselvesmag engage in strategic activities, which couldude acquisitions, joint ventures,
partnerships, investments or other business gronittatives or undertakings. There
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can be no assurance that we will successfully ifyeappropriate opportunities, that we will be abdenegotiate or finance such activities or
such activities, if undertaken, will be successful.

In order to finance future strategic undertakings,might obtain additional equity or debt financiggch financing might not be
available on terms favorable to us, or at all.dfained, equity financing could be dilutive and theurrence of debt and contingent liabilities
could have a material adverse effect on our busjmesults of operations and financial condition.

Our ability to execute strategic activities sucéapswill depend on a variety of factors. Thesetfars likely will vary based on the nature
of the activity but may include our success ing@n&ting the operations, services, products, perdaamd systems of an acquired company into
our business, operating effectively with any partmgh whom we elect to do business, retaining &mployees, achieving anticipated
synergies, meeting management’s expectations dwavase realizing the undertaking’s anticipateddfies. Our ability to address these
matters successfully cannot be assured. In additianstrategic efforts may divert resources or ag@ment’s attention from ongoing business
operations and may subject us to additional regojagcrutiny. If we do not successfully executdrategic undertaking, it could adversely
affect our business, financial condition, resufteerations, reputation and growth prospectsdufiteon, if we were to conclude that the value
of an acquired business had decreased and thagltted goodwill had been impaired, that conclusimuld result in an impairment of
goodwill charge to us, which would adversely affegt results of operations.

We face risks associated with international operatins.

One component of our strategy is to expand int@nally. To date, we have opened offices in Chindija, Israel and the United
Kingdom. We plan to expand our operations in tHosations and may expand beyond these countriesefirts to expand our business
internationally carries with it certain risks, inding risks arising from the uncertainty regarding ability to generate revenues from foreign
operations. In addition, there are certain riskenent in doing business on an international bawitjding, among others, legal, regulatory and
tax requirements and restrictions, uncertaintigaming liability, tariffs and other trade barrigdifficulties in staffing and managing foreign
operations, differing technology standards or augtorequirements, political and economic risks famahcial risks, including currency and
payment risks. These risks could adversely affeesticcess of our international operations andddoaNe a material adverse effect on our
overall business, results of operation and findregadition. In addition, we face risks that ourg@ayees may fail to comply with applicable
laws and regulations governing our internationarafions, including the U.S. Foreign Corrupt PigiAct and foreign laws and regulations,
which could have a material adverse effect on us.

Our business reputation is important and any damageo it could have a material adverse effect on oususiness.

Our reputation is very important to sustain ouribess, as we rely on our relationships with ourent; former and potential clients and
stockholders, the private equity community anditigiistries that we serve. Any damage to our refmutatvhether arising from regulatory,
supervisory or enforcement actions, matters afigabiur financial reporting or compliance with SE@la&xchange listing requirements,
negative publicity, or our conduct of our businesstherwise could have a material adverse effeaduwr business.

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

Our corporate headquarters facility consists ade¢hvuildings and is located at 3003 Tasman Driaeté&sClara, California. The total
square footage of the premises leased under thentuease arrangement is approximately 213,62&rsdfeet. The lease will expire on
September 30, 2014, unless terminated earlier.
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We currently operate 27 regional offices, includargadministrative office, in the United States &nd offices outside the United States.
We operate throughout the Silicon Valley with twiicees in Santa Clara, an office in Menlo Park, &wd offices in Palo Alto. Other regional
offices in California include Irvine, Woodland Hi|lSan Diego, San Francisco, St. Helena, Santg Rodd&leasanton. Office locations outside
of California within the United States include: Tgen Arizona; Broomfield, Colorado; Atlanta, Geordizhicago, lllinois; Newton,
Massachusetts; Minnetonka, Minnesota; New York, Nask; Chapel Hill, North Carolina; Beaverton, Ooeg Randor, Pennsylvania; Austin,
Texas; Dallas, Texas; Salt Lake City, Utah; VieMiaginia; and Seattle, Washington. Our five foreigffices are located in: Shanghai, China;
Bangalore and Mumbai, India; Hertzelia Pituachadsrand London, England. All of our properties aceupied under leases, which expire at
various dates through 2014, and in most instamzggde options to renew or extend at market ratesterms. We also own leasehold
improvements, equipment, furniture, and fixtureswt offices, all of which are used in our businassvities.

Our Commercial Banking operations are principatpducted out of our corporate headquarters in Salata, and the lending teams
operate out of the various regional offices. SVBIGH principally operates out of our office in Balto. Our other businesses operate out of
various offices, including SVB Private Client Sems in our Santa Clara office, SVB Global in PaltmAnd our international local offices, ¢
SVB Analytics in San Francisco. Prior to our anm®ment of the cessation of operations at SVB Alliarduly 2007, SVB Alliant operated «
of an office in Palo Alto.

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

On October 4, 2007, a consolidated class actionfiteakin the United States District Court for tB@entral District of California,
purportedly on behalf of a class of investors whechased the common stock of Vitesse Semicond@uguoration (“Vitesse”)The complair
asserted claims under Sections 10(b) and 20(&eofecurities Exchange Act of 1934, as amendeihstgétesse, the Bank and other named
defendants in connection with alleged fraudulenbgaition of revenue by Vitesse, specifically widspect to sales of certain accounts
receivable to the Bank. The relief sought undercttraplaint included rescission of the Vitesse shaedd by plaintiffs and other class meml
or the appropriate measure of damages, as wetlegdgment and post-judgment interest and certsgs,fcosts and expenses. On January 28,
2008, the court dismissed with prejudice all claagainst the Bank under the action.

Additionally, certain lawsuits and claims arisimgthe ordinary course of business have been filede@pending against us or our
affiliates. Based upon information available to augr, review of such claims to date and consultatitth our outside legal counsel, manager
believes the liability relating to these actiorisny, will not have a material adverse effect anlgjuidity, consolidated financial position,
and/or results of operations. Where appropriateyeadetermine, we establish reserves in accordaitheSFAS No. 5Accounting for
Contingencieg“SFAS No. 5”). The outcome of litigation and othegal and regulatory matters is inherently undertaowever, and it is
possible that one or more of the legal or regujateatters currently pending or threatened coulcerematerial adverse effect on our liquidity,
consolidated financial position, and/or result®pération.

ltem 4.  Submission of Matters to a Vote of Security Holder:
None.
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PART Il
ltem 5.  Market for the Registrant’s Common Equity, Related Stockholder Matters and Isuer Purchases of Equity Securitie
Market Information

Our common stock is traded on the NASDAQ Globak8&eMarket under the symbol SIVB. The per shargeeof high and low sale
prices for our common stock as reported on the NAQDLIobal Select Market, for each full quarterlyripe over the years ended
December 31, 2007 and 2006, was as follows:

2007 2006
Three Months Ended: Low High Low High
March 31 $46.21  $50.28  $45.7C  $53.4¢
June 3( 47.6: 54.1: 44.1¢ 54.5:
September 3 46.3i 54.6¢ 44.0¢ 46.6(
December 3: $46.61  $52.7¢  $43.91  $48.6(

Holders

There were 958 registered holders of our stock damuary 31, 2008. Additionally, we believe thesere approximately 43,934
beneficial holders of common stock whose shareg Weld in the name of brokerage firms or otherrfaial institutions. We are not provided
with the number or identities of all of these stocklers, but we have estimated the number of siedkisolders from the number of
stockholder documents requested by these brokéragefor distribution to their customers.

Dividends

We have not paid cash dividends on our common stimtde 1992. Currently, we have no plans to paf daddends on our common
stock. Our Board of Directors may periodically exate whether to pay cash dividends, taking intesictaration such factors as it considers
relevant, including our current and projected ficiahperformance, our projected sources and useapifal, general economic conditions,
considerations relating to our current and potéstizckholder base, and relevant tax laws. Ouiitghd pay cash dividends is limited by
generally applicable corporate and banking lawsragdlations. See “Business-Supervision and ReigulatRestrictions on Dividends” under
Part I, Item 1 of this report and Note 21 (Regulatdatters) of the “Notes to the Consolidated FitiahStatements” under Part Il, Item 8 in
this report for additional discussion on restrin@nd limitations on the payment of dividends isggbon us by government regulations.

Securities Authorized for Issuance Under Equity Corpensation Plans

The information required by this Item regarding isgaompensation plans is incorporated by referdnd@e information set forth in
Item 12 of this Annual Report on Form 10-K.
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Stock Repurchases
The following table presents stock repurchases bgtimduring the fourth quarter of 2007:

Total Number of
Shares Purchased ¢
Maximum Approximate

Average Price Part of Publicly Dollar Value of Shares that
Announced Plans o May Yet Be Purchased Unde
Total Number of Paid per
Period Shares Purchase Share Programs (1) the Plans or Programs (1)
October 1, 200- October 31, 200 303,96 $ 49.04 303,96¢ $ 184,266,35
November 1, 200— November 30, 20( 315,80( 49.8( 315,80( 168,540,62
December 1, 200- December 31, 20C 368,58! 50.9¢ 368,58! $ 149,749,79
Total 988,35¢ $ 50.0¢ 988,35

(1) On July 26, 2007, our Board of Directors approvestiogk repurchase program authorizing us to puechpgo $250.0 million of ot
common stock. This program replaced all stock refpase programs previously in place. During 2007repeirchased 2.9 million shares
of our common stock totaling $146.8 million undee turrent stock repurchase program and the preyicagram. At December 31,
2007, $149.7 million of shares remained authoripedepurchase under our stock repurchase prog

Recent Sales of Unregistered Securities
None.
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Performance Graph

The following information is not deemed to be “siting material” or “filed” with the SEC or subject to the liabilities of Sewtil8 of the
Exchange Act, and the report shall not be deeméeincorporated by reference into any prior or subsewpfiling by the Company under the

Securities Act or the Exchange Act.

The following graph compares, for the period fromcBmber 31, 2002 through December 31, 2007, thellative total stockholder
return on the common stock of the Company witlth@ cumulative total return of the Standard andrBdg00 (“S&P 500”) Index, (ii) the
cumulative total return of the Nasdaq Compositeiénd (iii) the cumulative total return of theddaq Bank Index. The graph assumes an
initial investment of $100 and reinvestment of dands. The graph is not necessarily indicativeitfre stock price performance.

Comparison of 5 Year Cumulative Total Return*

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

Copyright® 2007, Standard & Poor’s, a division of The McGravl-Bompanies, Inc. All rights reserved.

2008

2007

NASDAQ Bank

December 31,

2002 2003 2004 2005 2006 2007
SVB Financial Grouj 100.0C 197.6¢ 245.5¢ 256.6¢ 255.4f 276.1¢
S&P 500 100.0C 128.6¢ 142.6¢ 149.7( 173.3¢ 182.8:
NASDAQ Composite 100.0C 149.7¢ 164.6¢ 168.6( 187.8! 205.2:
NASDAQ Bank 100.0C 130.5. 144.9¢ 141.9: 159.4. 125.8(
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ltem 6. Selected Consolidated Financial Dat

The following selected consolidated financial dsttauld be read in conjunction with our consoliddtedncial statements and
supplementary data as presented in Item 8 of thisuAl Report on Form 10-K. Information as of andtfe years ended December 31, 2007,
2006 and 2005 is derived from audited financiaiesteents presented separately herein, while infoomais of and for the years ended
December 31, 2004 and 2003 is derived from audiiteghcial statements not presented separately nithi

Year ended December 31,

(Dollars in thousands, except per share amounts anmatios) 2007 2006 2005 2004 2003
Income Statement Summary:

Net interest incom $ 380,93 $ 352,45 $ 299,29: $ 22947 $ 183,13¢
(Provision for) recovery of loan loss (16,83¢) (9,877) (237) 10,28¢ 9,892
Noninterest incom 221,38 141,20t 117,49! 107,77: 81,39
Noninterest expense excluding impairment of godc (329,26Y) (304,069 (259,86() (239,92() (201,89¢)
Impairment of goodwil (17,204 (18,439 — (1,910 (63,000
Minority interest in net (income)/losses of condatied affiliates (28,59¢) (6,30¢) (3,396 (3,090 7,68¢
Income before income tax exper 210,41t 154,97! 153,29! 102,62( 17,21¢
Income tax expens (86,77¢%) (65,787) (60,75¢) (38,754 (4,174
Net income before cumulative effect of change icoanting principle 123,63t 89,19: 92,537 63,86¢ 13,04:
Cumulative effect of change in accounting principlet of tax — 192 — — —
Net income $ 123,63t $ 89,38t $ 9253 $  63,86¢ $  13,04:

Common Share Summary:
Earnings per common share—basic, before cumulaffeet of change in accounting

principle $ 3.64 $ 2.57 $ 2.64 $ 1.81 $ 0.3¢€
Earnings per common share—diluted, before cumudaffect of change in accounting

principle 3.37 2.37 2.4C 1.7¢C 0.3t
Earnings per common sh—basic 3.64 2.5¢ 2.64 1.81 0.3€
Earnings per common sh—diluted 3.37 2.3¢ 2.4C 1.7¢ 0.3t
Book value per shai 20.71 18.2% 16.1¢ 15.0% 13.07
Weighted average shares outstan-basic 33,949,65 34,680,52 35,114,57. 35,215,48 36,109,40.
Weighted average shares outstan-diluted 36,737,50 37,614,64 38,489,18 37,512,26 37,231,25
Year-End Balance Sheet Summary:
Investment Securitie $ 1,602,57. $ 1,692,34. $ 2,037,271 $ 2,054,20: $ 1,519,93!
Loans, net of unearned incor 4,151,731 3,482,40; 2,843,35: 2,308,58! 1,987,141
Goodwill 4,09z 21,29¢ 35,63¢ 35,63¢ 37,547
Total asset 6,692,45 6,081,45: 5,541,71! 5,145,67 4,468,411
Deposits 4,611,20: 4,057,62! 4,252,73! 4,219,51. 3,666,84.
Shor-term borrowings and other lo-term debt 242,66 836,20t 279,47! 9,82( 17,96!
Senior and subordinated notes 520,80! — — — —
Contingently convertible del 149,26 148,44 147,60: 146,74( 145,79°
Junior subordinated debentul 52,51 51,35¢ 48,22¢ 49,47( 49,11¢
Stockholder equity $ 676,65 $ 628,51 $ 569,30: $ 541,94¢ $ 457,95
Average Balance Sheet Summary:
Investment Securitie $ 1,364,46 $ 1,684,17: $ 1,948,17: $ 1,753,921 $ 1,125,03!
Loans, net of unearned incor 3,522,321 2,882,08! 2,368,36. 1,951,65! 1,797,991
Goodwill 12,57¢ 27,65¢ 35,63¢ 37,06¢ 91,99:
Total asset 6,020,11 5,387,43! 5,189,77 4,772,90 4,056,46!
Deposits 3,962,26! 3,921,85' 4,166,47! 3,905,40: 3,277,561
Shor-term borrowings and other lo-term debt 472,79¢ 418,65 77,53¢ 16,60¢ 40,90
Senior and subordinated notes 313,14¢ — — — —
Contingently convertible del 148,87 148,00: 147,18: 146,25! 73,79
Junior subordinated debentul 50,89¢ 50,22: 49,30¢ 49,36¢ 23,82
Trust preferred securities ( — — — — 19,19:
Stockholder' equity $ 669,33 $ 589,20t $ 541,42¢ $ 495,20: $ 504,63:
Capital Ratios:
Total risk-based capital rati 16.02% 13.95% 14.7%% 16.0%% 16.8%%
Tier 1 risk-based capital rati 11.0% 12.3¢ 12.3¢ 12.7¢ 12.2¢
Tier 1 leverage rati 11.9] 12.4¢ 11.6¢ 11.15 10.62
Average stockholde’ equity to average ass¢ 11.12% 10.9%% 10.43% 10.3t% 12.4%
Selected Financial Results
Return on average ass 2.05% 1.6€% 1.7¢% 1.3%% 0.32%
Return on average stockholders' eq 18.47 15.1% 17.0¢ 12.9( 2.5¢
Net interest margil 7.2¢ 7.3¢ 6.4€ 5.3¢ 5.1€
Net (charg-offs) recoveries to average total lo¢ (0.35) (0.19) (0.04) (0.10 0.0¢€
Nonperforming assets as a percentage of totals 0.14 0.27 0.2 0.2¢ 0.2¢
Allowance for loan losses as a percentage of gtas loan: 1.12% 1.22% 1.2&% 1.62% 2.4%
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Year ended December 31

(Dollars in millions) 2007 2006 2005 2004 2003
Other Data:

Client investment fund:

Client directed investment ass $13,04¢ $11,227 $ 8,86: $ 7,20¢ $7,61°¢
Client investment assets under manager 6,422 5,166 3,857 2,67¢ 592
Sweep money market fun 2,721 2,577 2,247 1,351 1,13¢
Total client investment func $22,19: $18,96( $14,967 $11,237 $9,34¢

(1) Included in our senior and subordinated notdarize are shortcut method adjustments for thesponding hedging interest rate swaps
recorded as a component of other assets on thedeatheet

(2) Adoption of FASB Interpretatior*FIN") No. 46 (revised 2003Consolidation of Variable Interest Entiti(“FIN 46R") in December 200
and SFAS No. 150ccounting for Certain Financial Instruments with&acteristics of both Liabilities and Equi§SFAS No. 150”) in
May 2003 resulted in a change of classificatiotrasgt preferred securities distribution expensenfrioninterest expense to interest exp
on a prospective basis. Additionally, the adoptidIN 46R and SFAS No. 150 resulted in a changdasfsification of trust preferred
securities from noninterest bearing funding soutodsterest-bearing liabilities on a prospectiesis. Prior to adoption of FIN 46R and
SFAS No. 150, in accordance with accounting rutesfiect at that time, we recorded trust prefeseclrities distribution expense as
noninterest expense. On October 30, 2003, $50limih cumulative 7.0% trust preferred securitie=re issued through a newly formed
special purpose trust, SVB Capital II. We recei$&d.5 million in proceeds from the issuance of 7j0#or subordinated debentures to
SVB Capital Il. A portion of the net proceeds wesed to repay $40.0 million of the 8.25% trust erefd securities. Approximately
$1.3 million of deferred issuance costs relatecetlemption of the $40.0 million of the 8.25% trpetferred securities were included in
interest expense in the fourth quarter of 2(
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ltem 7. Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations

Management’s discussion and analysis of Finanaald@ion and Results of Operations below contamvérd-looking statements. These
statements are based on current expectations anthpgons, which are subject to risks and uncei&snSee our cautionary language at the
beginning of this Annual Report on Form 10-K. Adtressults could differ materially because of vasgdactors, including but not limited to
those discussed in Item 1A. Risk Factors.

The following discussion and analysis of financiahdition and results of operations should be meanjunction with our consolidated
financial statements and supplementary data asmexsin Iltem 8 of this Annual Report on Form 10&€rtain reclassifications have been
made to our prior years’ results to conform to 2p85sentations. Such reclassifications had no teffeour results of operations or
stockholders’ equity.

Overview of Company Operations

SVB Financial Group is a diversified financial sees company, as well as a bank holding companyfiaadcial holding company. The
company was incorporated in the state of Delawafdarch 1999. Through our various subsidiariesdnisions, we offer a variety of bankil
and financial products and services. For 25 yeeeshave been dedicated to helping entrepreneucesdgcespecially in the technology, life
science, private equity and premium wine industifée provide our clients with a diversity of protiiend services to support them throug|
their life cycles, regardless of their size or sta§ maturity.

We offer commercial banking products and servibesugh our principal subsidiary, the Bank, whickai€alifornia-state chartered bank
founded in 1983 and a member of the Federal ReSyrstem. Through its subsidiaries, the Bank aléerebrokerage, investment advisory
asset management services. We also offer non-bgpkaducts and services, such as funds managepraate equity investment and equity
valuation services, through our other subsidiaaisd divisions.

Management’s Overview of 2007 Performance

Our primary or “core” business consists of provigdivanking products and services to our clienthiéntéchnology, life science, private
equity and premium wine industries. We believe thist core banking business performed well duri@@72 compared to 2006. We grew our
earnings to $123.6 million or $3.37 per diluted coom share in 2007, compared to $89.4 million 0B8er diluted common share in 2006.

We believe that our strong performance in 2007 avessult of our focus on five primary objectivesgtowing loans to private equity a
later-stage corporate technology clients, 2) maiirtg credit quality at high levels, 3) new depgsibduct initiatives, 4) growing noninterest
income, and 5) controlling noninterest expense gnow

We experienced strong average loan growth andrugedito experience excellent credit quality. Thoagérage deposits grew only
slightly in 2007, compared to 2006, we experiensteoing growth in period-end deposits primarily doi¢he introduction of two new deposit
products in mid-to-late 2007.

We also had strong growth in noninterest incom20@7 driven by higher gains from investment semgias well as gains from
derivative instruments, primarily our equity warrassets. We also had increases in our core fespaeducts, which include client
investment fees, foreign exchange fees, depositcesrcharges and letter of credit income. We ablett our noninterest expense growth in
2007 and improved our operating efficiency ratibeTncrease in noninterest expense in 2007 priynagihted to higher compensation costs
related to our strong financial performance.
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The key highlights of our performance in 2007 af8&were as follows:

December 31

(Dollars in thousands) 2007 2006 Change
Average loans, net of unearned incc $3,522,32! $2,882,08! 22. %
Average nonintere-bearing deposit 2,864,15. 2,785,94 2.8
Average intere-bearing deposit 1,098,10 1,135,90! (3.9
Average total deposii $3,962,26! $3,921,85 1C %
Period end loans, net of unearned incc $4,151,73! $3,482,40: 192 %
Period end goodwill balanc 4,092 21,29¢ (80.¢)
Period end nonintere-bearing deposit 3,226,85! 3,039,52 6.2
Period end intere-bearing deposit 1,384,34 1,018,09 36.C
Period end total deposi $4,611,20: $4,057,62! 136 %
Net interest incom $ 380,93 $ 352,45 81 %
Net interest margi 7.2% 7.3¢% (9) Dbps
Provision for loan losse $ 16,83¢ $ 9,877 705 %
Net charg-offs as a percentage of total gross lo 0.2% 0.11% 18 bps
Noninterest income (1 $ 221,38 $ 141,20t 56.¢ %
Noninterest expense ( $ 346,46 $ 322,50: 7.4
Return on average stockhold’ equity 18.47% 15.1%% 21.¢
Return on average ass 2.05% 1.6€% 23.t
Operating efficiency ratio (- 56.4% 61.72% (8.5
Full-time equivalent employe¢ 1,12¢ 1,14(C 1.1) %

(1) Noninterest income included $35.5 million and $®idlion attributable to minority interests for tlyears ended December 31, 2007
2006, respectively

(2) Noninterest expense included goodwill impairmergrgles of $17.2 million and $18.4 million for theaye ended December 31, 2007 .
2006, respectively. Noninterest expense also irdukil0.7 million and $5.9 million attributable tonwrity interests for the years ended
December 31, 2007 and 2006, respectiv

(3) The operating efficiency ratio is calculateddiyiding noninterest expense (excluding goodwilpairment charges of $17.2 million and
$18.4 million for the years ended December 31, 28@¥ 2006, respectively, and noninterest expemnsbuitble to minority interests of
$10.7 million and $5.9 million, respectively) bytabtaxable-equivalent revenue (excluding taxaljerealent revenue attributable to
minority interests of $39.3 million and $12.2 nulti for the years ended December 31, 2007 and 288§gectively)

Critical Accounting Policies and Estimates

Our accounting policies are fundamental to undaditey our financial condition and results of opinag. We have identified six policies
as being critical because they require our managetanenake particularly difficult, subjective andedmplex judgments about matters that are
inherently uncertain and because it is likely thaterially different amounts would be reported urdifferent conditions or using different
assumptions. We evaluate our estimates and assuman an ongoing basis and we base these estioratastorical experiences and various
other factors and assumptions that are believée t@asonable under the circumstances. Actualtsasiay differ materially from these
estimates under different assumptions or conditions

Our senior management has discussed the developsedsttion, application and disclosure of the#éat accounting policies with the
Audit Committee of our Board of Directors.
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Non-Marketable Securities

Non-marketable securities include investments mdéuof funds, co-investment funds, sponsored detats and direct equity investments
in companies. Our accounting for investments in-mamketable securities depends on several fadtaisiding our level of ownership/control
and the legal structure of our subsidiary makirgittvestment. Based on these factors, we accounufonon-marketable securities using one
of three different methods: (i) investment compéaiyvalue accounting; (ii) equity method accougtior (iii) cost method accounting. The
carrying value of our non-marketable securitieBatember 31, 2007 and 2006 was as follows:

December 31

(Dollars in thousands) 2007 2006
Non-marketable securities:

Investment company fair value account $255,40f $174,78.
Equity method accountir 45,79( 38,37
Cost method accountir 42,27: 33,73:
Total nor-marketable securitie $ 343,46¢ $ 246,88¢

Our non-marketable securities carried under investrnompany fair value accounting are carried @nesed fair value at each balance
sheet date based primarily on financial informatiatained as the general partner of the fund axinbtl from the fund’s respective general
partner. Fair value is the amount that would beirestl to sell the non-marketable securities inraeidy transaction between market
participants at the measurement date. We havanegtdine specialized accounting of our consolidatads pursuant to EITF Issue No. 85-12,
Retention of Specialized Accounting for Investmien®onsolidatior.

For direct private company investments, valuat@msbased upon consideration of a range of fatotohsding, but not limited to, the
price at which the investment was acquired, the t@nd nature of the investment, local market céost values for comparable securities,
current and projected operating performance, évdtegies and financing transactions subsequehetacquisition of the investment. These
valuation methodologies involve a significant degoé management judgment. We consider our accayptificy for our non-marketable
securities carried under investment company fdireséo be critical as estimating the fair valughsdse investments requires management to
make assumptions regarding future performancendéiaécondition, and relevant market conditionsngl with other pertinent information.

The valuation of our private equity funds is priihyabased upon our pro-rata share of the fair miavk&ie of the net assets of a private
fund as determined by such private fund on theatadn date. There is a time lag of one quartewinreceipt of financial information from the
investee’s general partner, which we use as tmeguyi basis for valuation of these investments.

Under our equity method accounting, we recognizepooportionate share of the results of operatmfrsach equity method investee in
our results of operations.

Under our cost method accounting, we record investmat cost and recognize as income distributiomsturns received from net
accumulated earnings of the investee since theadatequisition.

We review our equity and cost method securitideadt quarterly for indications of impairment, whiequires significant judgment.
Indications of impairment include an analysis aft§aand circumstances of each investment, the &diats of the investment’s future cash
flows and capital needs, variability of its busim@snd the company’s exit strategy. Investmentstifikh as having an indication of impairment
are reviewed further to determine if the investmsmther than temporarily impaired. We reduceitivestment value when we consider
declines in value to be other than temporary andesegnize the estimated loss as a loss on investseeurities, which is a component of
noninterest income.
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We consider our accounting policy for our non-méaikée securities to be critical because the vanatif our nonmarketable securities
subject to management judgment. The inherent weiogytin the process of valuing securities for whicready market is unavailable may
cause our estimated values of these securitie$fén significantly from the values that would halween derived had a ready market for the
securities existed, and those differences coulehsterial. Future adverse changes in market comditio poor operating results of underlying
investments could result in losses or an inabibtyecover the carrying value of the investmends thay not be reflected in their carrying va
thereby possibly requiring an impairment chargthanfuture. There can be no assurances that weealize the full value of our non-
marketable securities, which could result in sigaifit losses.

Derivative Asse—Equity Warrant Assets for Shares of Privately- aRdiblicly-held Companies

As part of negotiated credit facilities and certaiher services, we frequently obtain rights toulestock in the form of equity warrant
assets in certain client companies. Equity waraasets for shares of private and public compameéeseaorded at fair value on the grant date
and adjusted to fair value on a quarterly basisugh consolidated net income. At December 31, 2007 equity warrant assets totaled
$31.3 million, compared to $37.7 million at DecemBg, 2006.

We account for equity warrant assets with netesaitint terms in certain private and public cliemhpanies as derivatives. In general,
equity warrant assets entitle us to buy a spexifimber of shares of stock at a specific price withspecific time period. Certain equity war|
assets contain contingent provisions, which adhesunderlying number of shares or purchase ppos the occurrence of certain future
events. Our warrant agreements contain net shttensent provisions, which permit us to receivexgrcise a share count equal to the intri
value of the warrant divided by the share pricdovise known as a “cashless” exercise). Becauseaweet settle our warrant agreements,
our equity warrant assets qualify as derivativérimaents in accordance with the provisions of SRS 133,Accounting for Derivative
Instruments and Hedging Activiti, as amended (“SFAS No. 133").

The fair value of the equity warrant assets padfid reviewed quarterly. We value our equity watrassets using a modified Black-
Scholes option pricing model, which incorporatesfiiilowing material assumptions:

» Underlying asset value was estimated based omiraftion available, including any information regagisubsequent rounds
funding.

« Volatility, or the amount of uncertainty or riskali the size of the changes in the warrant priee based on guidelines for publi
traded companies within indices similar in naturéhe underlying client companies issuing the watrra total of six such indices
were used. The volatility assumption was basedemiedian volatility for an individual public compawithin an index for the
past 16 quarters, from which an average volatilias derived. The weighted average quarterly meddatility assumption used f
the warrant valuation at December 31, 2007 was¥89compared to 42.1% at December 31, 2!

» Actual data on cancellations and exercises of quitg warrant assets was utilized as the basiddtermining the expected
remaining life of the equity warrant assets in efiw@incial reporting period. Equity warrant assetsy be exercised in the event of
acquisitions, mergers or IPOs, and cancelled dee¢ats such as bankruptcies, restructuring aetvar additional financings.
These events cause the expected remaining lifergtgn to be shorter than the contractual ternhefwarrants. This assumption
reduced the reported value of the warrant portfiolicé11.8 million at December 31, 2007, compared teduction of $12.4 million
at December 31, 200

» The risl-free interest rate was derived from the U.S. Treagield curve. The ris-free interest rate was calculated based
weighted average of the risk-free interest ratas ¢brrespond closest to the expected remainiagfithe warrant. The risk-free
interest rate used for the warrant valuation atdbgwer 31, 2007 was 3.2%, compared to 4.8% at Deze®ih 2006
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« Other adjustments, including a marketability distpwere estimated based on manage’s judgment about the general indus
environment, combined with specific information abthe issuing company, when availat

The fair value of our equity warrant assets recomie our balance sheets represents our best estirhtite fair value of these
instruments. Changes in the above material assangpthay result in significantly different valuat®rror example, the following table
demonstrates the effect of changes in the riskifregest rate and volatility assumptions:

Valuation of equity warrant assets held by SVB Riial Group active at December 31, 2007 is as\idl¢l):

Volatility Factor

Current
(Dollars in millions) 10% Lower (39.7%) 10% Higher
Risk Free Interest Rate:
Less 100 basis poin $ 28k $ 30.t $ 32«
Current rate (3.2% 29.7 31.: 33.2
Plus 100 basis poin $ 30.¢ $32.2 $ 34cC

(1) The above table does not include equity warrardtasg December 31, 2007 held by Partners for GraduR, which were valued
$2.5 million, based on 38.0% volatility and a 3.8%k-free interest rate

The timing and value realized from the dispositidrequity warrant assets depend upon factors begandontrol, including the
performance of the underlying portfolio companiesgestor demand for IPOs, fluctuations in the magké&es of the underlying common stock
of these companies, levels of mergers and acauisitactivity, and legal and contractual restriction our ability to sell the underlying
securities. All of these factors are difficult teedict. Many equity warrant assets may be termthatemay expire without compensation and
may incur valuation losses from lower-priced furgdipunds. We are unable to predict future gainlssses with accuracy, and gains or losses
could vary materially from period to period.

We consider accounting policies related to equiyrant assets to be critical as the valuation @$¢hassets is complex and subject to a
certain degree of management judgment. Managenaerthle ability to select from several valuationtmedblogies and has alternative
approaches in the calculation of material assumptidhe selection of an alternative valuation methagy or alternative approaches used to
calculate material assumptions in the current nuiitogy may cause our estimated values of thesesassdiffer significantly from the values
recorded. Additionally, the inherent uncertaintythie process of valuing these assets for whicladyrenarket is unavailable may cause our
estimated values of these assets to differ sigmifly from the values that would have been derivad a ready market for the assets existed,
and those differences could be material. Furtherfair value of equity warrant assets may neveebézed, which could result in significant
losses.

Allowance for Loan Losse

At December 31, 2007, our allowance for loan losstded $47.3 million, compared to $42.7 milliarDecember 31, 2006. The
allowance for loan losses is management’s estiofateedit losses inherent in the loan portfoli@dialance sheet date.

We consider our accounting policy for the allowafardoan losses to be critical as estimation ef alowance involves material
estimates by our management and is particularlgeqtible to significant changes in the near teretebmining the allowance for loan losses
requires us to make forecasts that are highly taiceand require a high degree of judgment. Oun loas reserve methodology is applied to
our allowance for loan losses and we maintain #iarzes at levels that we believe are adequatestaria estimated probable losses inherent in
our loan portfolios.
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Our allowance for loan losses is established fan llmsses that are probable but not yet realizled.pFocess of anticipating loan losses is
imprecise. Our management applies a systematiepsdor the evaluation of individual loans and paiflloans for inherent risk of loan loss
On a quarterly basis, each loan in our portfoliassigned a credit risk rating through an evalagpimcess, which includes consideration of
such factors as payment status, the financial tiomddf the borrower, borrower compliance with laavenants, underlying collateral values,
potential loan concentrations, and general econannicitions. The allowance for loan losses is based formula allocation for similarly risk-
rated loans by client industry sector and indiviuor impaired loans as determined by SFAS No4,Hccounting by Creditors for
Impairment of a Loal("SFAS No. 114"), and SFAS No. 5.

Our evaluation process is designed to determinadieguacy of the allowance for loan losses. Wesagbe risk of losses inherent in the
loan portfolio on a quarterly basis by utilizindgnistorical loan loss migration model, which is atsstical model used to estimate an appropriate
allowance for outstanding loan balances by calmdahe likelihood of a loan becoming charged-aféd on its credit risk rating using
historical loan performance data from our portfolioan loss factors for each risk-rating categargt elient industry sector are ultimately
applied to the respective period-end client loaarees for each corresponding risk-rating catedgrglient industry sector to provide an
estimation of the allowance for loan losses.

We apply macro allocations to the results we oleiithrough our historical loan loss migration mddehscertain the total allowance for
loan losses. These macro allocations are basedrapoagement’s assessment of the risks that maydeafuture loan loss experience
different from our historical loan loss experientaese risks are aggregated to become our maowatitin. Based on managemerytredictiol
or estimate of changing risks in the lending envwinent, the macro allocation may vary significatfitym period to period and includes, but is
not limited to, consideration of the following facs:

» Changes in lending policies and procedures, innlydinderwriting standards and collections, andgd-off and recovery practice

» Changes in national and local economic businesditions, including the market and economic conditid our client’ industry
sectors

» Changes in the nature of our loan portfo

» Changes in experience, ability, and depth of legdianagement and sta

* Changes in the trend of the volume and severifyast due and classified loal

* Changes in the trend of the volume of nonaccruaidptroubled debt restructurings, and other loadifications; anc

» Other factors as determined by management from tintiene.

Finally, we compute several modified versions & thodel, which provide additional assurance thatsthtistical results of the historical
loan loss migration model are reasonable. A conemitomprised of senior management evaluates tligiache of the allowance for loan los:
based on the results of our analysis.

Reserve for Unfunded Credit Commitmer

The level of the reserve for unfunded credit commeitts is determined following a methodology thatpels that used for the allowance
for loan losses. We consider our accounting pdteythe reserve for unfunded credit commitmentbearitical as estimation of the reserve
involves material estimates by our management sipdriticularly susceptible to significant changethie near term. We record a liability for
probable and estimatable losses associated withrdunded credit commitments. Each quarter, evafynded client credit commitment is
allocated to a credit risk-rating category in ademrce with each cliergt’credit risk rating. We use the historical loassléactors described uni
our allowance for loan losses to calculate theiptestoan loss experience if unfunded credit cormmeitts are funded. Separately, we use
historical trends to calculate the probability afunfunded credit commitment being funded. We apipdyloan funding probability factor to
risk-factor adjusted unfunded credit commitmentsiadit risk-rating to derive the reserve for
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unfunded credit commitments. The reserve for unfahcredit commitments may also include certain matlocations as deemed appropriate
by management. Our reserve for unfunded credit coments totaled $13.4 million and $14.7 millionecember 31, 2007 and 2006
respectively, and is reflected in other liabilit@s our balance sheet.

Goodwill

Goodwill, which arises when the purchase price edse¢he assigned value of the net assets of afredduusiness, represents the value
attributable to unidentifiable intangible elemenésng acquired. At December 31, 2007, our constitlhalance sheet included $4.1 million of
goodwill, which related to the acquisition of a wrdyy ownership interest in eProsper in 2006, ayrity ownership data management services
company. Goodwill at December 31, 2006 totaled $2dillion, which related to the acquisitions of S\Hiant and eProsper.

On an annual basis or as circumstances dictateageament reviews goodwill and evaluates eventstmratevelopments that may
indicate an impairment in the carrying amount. Wesider our accounting policy on goodwill to beicel because the valuation methodology
for potential impairments is inherently complex ameblves significant management judgment in the afsestimates and assumptions.

The impairment tests for goodwill are performethatreporting unit level and require us to perfavo-step impairment test. First, we
compare the aggregate fair value of our reportimgto its carrying amount including goodwill. Hie fair value exceeds the carrying amount,
no impairment exists. If the carrying amount of thporting unit exceeds the fair value, then wédquar the second step of the impairment test
in order to determine the implied fair value of tiegorting unit's goodwill. We estimate the repogtiunit's implied fair value by using a
discounted cash flow approach. These estimatedvimvoany assumptions, including expected resultgpefations and assumed discount r:
These discount rates are based on standard indursittice, taking into account the expected equsty premium, the size of the business and
the probability of the reporting unit achievingfitsancial forecasts. If the carrying amount of thporting unit's goodwill exceeds the implied
fair value, then a goodwill impairment is recogmiz®y writing goodwill down to the implied fair vadu

Events that may indicate a goodwill impairment g significant or adverse changes in the res@iperations of the business, or in
economic or political climate, an adverse actioassessment by a regulator, unanticipated conpetiind a more-likely-than-not expectation
that a reporting unit will be sold or disposed/As. a result of our annual impairment test for SVlBait conducted in the second quarter of
2007, we recognized a pre-tax impairment chardgl@f2 million due to changes in our outlook for SXHant’s future financial performanc
Subsequently, in July 2007, we reached a decisi@ease operations at SVB Alliant. See Note 10 (@) of the “Notes to the Consolidated
Financial Statements” under Part Il, Item 8 in tigigort.

Share-Based Compensation

Our share-based compensation expense totaled Silich and $21.3 million in 2007 and 2006, respesly. In accordance with SFAS
No. 123 (revised 2004Share-Based PaymefiEFAS No. 123(R)"), we measure compensation expéosall employee share-based payment
awards using a fair value based method, reducesbtiyated award forfeitures, and record such expensur consolidated statements of
operations.

We consider our accounting policy for share-basedpmensation to be critical as determining thevalue of awards involves the use of
significant estimates and assumptions. We use ldekEscholes option pricing model to determine the ¥aiue of stock options and employ
stock purchase plan shares. The Black-Scholesmpticing model requires the use of input assunmgtiincluding the expected life, expected
price volatility of the underlying stock, expectéididend yield and risk-free interest rate. Thed&kscholes option pricing model was
developed for use in estimating the fair valuerafléd options, which have no vesting restrictiams are fully transferable. Because our stock
options have characteristics significantly differéom those of
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traded options, changes to the input assumptiamsnzderially affect the fair value of our employaeck options. SFAS No. 123(R) also
requires us to develop an estimate of the numbsharfe-based payment awards which we expect toWestonsider many factors when
estimating expected forfeitures, including the tpbaward, the employee class and historical erpesg.

The most significant assumptions impacted by mamagé's judgment are the expected volatility and the etquklife of the options. Tt
expected dividend yield, and expected risk-freeridt rate are not as significant to the calculatibfair value. In addition, adjustments to our
estimates of the number of share-based paymentiaulzat we expect to vest did not have a significapact on the recorded share-based
compensation expense.

Expected volatility The value of a stock option is derived from itdgmtial for appreciation. The more volatile thecst, the more
valuable the option becomes because of the grpassibility of significant changes in stock pri€ur computation of expected volatility is
based on a blend of historical volatility of ounomon stock and implied volatility of traded opticdnspurchase shares of our common stock.
Our decision to incorporate implied volatility wiaased on our assessment that implied volatilitguiflicly traded options in our common st
is expected to be more reflective of market condgiand, therefore, can reasonably be expecteel addetter indicator of expected volatility
than historical volatility of our common stock.

Expected life The expected life also has a significant effecthe value of the option. The longer the term,fzge time the option
holder has to allow the stock price to increaséeuit a cash investment and thus, the more valdhbleption. Further, longer option terms
provide more opportunity to exploit market high@awever, employees are not required to wait unéléhd of the contractual term of a
nontransferable option to exercise. Accordingly,ase required to estimate the expected term obpiien. When establishing an estimate of
the expected life, we bifurcate our option grants four employee groupings based on exercise l@hand determine the expected life for
each group by considering several factors, inclydiistorical option exercise behavior, post vestirgover rates and terms and vesting
periods of the options granted.

We review our valuation assumptions at each grate dnd, as a result, we are likely to change aluration assumptions used to value
stock based awards granted in future periods. Gisatggthe input assumptions could materially affeetestimated fair value of our share-
based payment awards.

We performed a sensitivity analysis of the impddhoreasing and decreasing expected volatilityd®Y6 as well as the impact of
increasing and decreasing the weighted averagetdgkfe by one year. We performed this analysishe stock options granted in 2007. The
following table shows the impact of these changeswr stock option expense for the options graitexD07:

(Dollars in thousands) 2007
Actual stock option expense for 2007 gre $4,66¢
Stock option expense increase (decrease) under

the following assumption change

Volatility decreased by 10% (25.6% to 15.6 (982)
Volatility increased by 10% (25.6% to 35.6' 1,024
Average life decreased by 1 ye¢ (545)
Average life increased by 1 ye $ 50C

Income Taxes

We are subject to income tax laws of the UnitedeStdts states and municipalities and those ofdheign jurisdictions in which we
operate. Our income tax expense totaled $86.8amilind $65.8 million in 2007 and 2006, respectively
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Income taxes are accounted for using the assdtadnility method. Under this method, deferred tasets and liabilities are recognized
for the future tax consequences attributable tieihces between the financial statement carryinguets of existing assets and liabilities and
their respective tax-basis carrying amount. Detbtex assets and liabilities are measured usingtetiaax rates expected to apply to taxable
income in the years in which those temporary déffieles are expected to be recovered or settledeffédrt on deferred tax assets and liabilities
of a change in tax rates is recognized in incoméenperiod that includes the enactment date.

We consider our accounting policy relating to ineotaxes to be critical as the determination ofentrand deferred income taxes is bi
on complex analyses of many factors including prtetation of federal, state and foreign incomelaaws, the difference between tax and
financial reporting bases of assets and liabiliftesnporary differences), estimates of amountsatumved, the timing of reversals of temporary
differences and current financial accounting staaslaActual results could differ significantly frotihe estimates due to tax law interpretations
used in determining the current and deferred inctamdiabilities. Additionally, there can be no asances that estimates and interpretations
used in determining income tax liabilities may hetchallenged by federal and state taxing autlestiti

In establishing a provision for income tax expenge must make judgments and interpretations albheuapplication of these inherently
complex tax laws. We must also make estimates ablben in the future certain items will affect tal@mcome in the various tax jurisdictiol
both domestic and foreign. We evaluate our unaettai positions in accordance with FASB InterpiietatNo. 48,Accounting for Uncertainty
in Income Taxesan interpretation of FASB Statement No. 188¢ounting for Income Tax€%-IN 48”). We believe that our unrecognized tax
benefits, including related interest and penalties,adequate in relation to the potential for tolol tax assessments.

We are also subject to routine corporate tax alitthe various tax jurisdictions. In the prepamatof income tax returns, tax positions
are taken based on interpretation of federal aae stcome tax laws as well as foreign tax lawsdoordance with FIN 48, we review our
uncertain tax positions quarterly, and we may ddhesse unrecognized tax benefits in light of chiagdacts and circumstances, such as the
closing of a tax audit or the refinement of anreate. To the extent that the final tax outcomehese matters is different than the amounts
recorded, such differences will impact income teagemse in the period in which such determinatiomésle.

Recent Accounting Pronouncements

Please refer to the discussion of our recent ado@upronouncements in Note 2 (Summary of Signiftoaccounting Policies) of the
“Notes to the Consolidated Financial StatementsleurPart 11, Item 8 in this report.

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

Net interest income is defined as the differendevben interest earned primarily on loans, investrsenurities, federal funds sold,
securities purchased under agreement to resebbttued short-term investment securities, and intgrail on funding sources. Net interest
income is our principal source of revenue. Netregemargin is defined as the amount of annualimdnterest income, on a fully taxable-
equivalent basis, expressed as a percentage afgevateresearning assets. Net interest income and net iriter@gin are presented on a fi
taxable-equivalent basis to consistently reflecbine from taxable loans and securities and tax-pksgcurities based on the federal statutory
tax rate of 35.0 percent.
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Net Interest Income (Fully Taxal-Equivalent Basis)

Net interest income of $382.2 million in 2007 irecsed by $28.1 million or 7.9 percent, from $354illion in 2006, which increased by
$52.8 million or 17.5 percent, from $301.3 million2005. The increase in net interest income in720@s primarily due to a $62.9 million
increase in income from our loan portfolio and a7$@illion increase in income from our short-temuéstments portfolio, driven primarily by
growth in these portfolios. These increases wergglls offset by a $27.3 million increase in ingst expense and a $14.2 million decrease in
interest income from our investment securitiesfpba.

The increase in interest income from our loan ptidfin 2007 was primarily related to growth in doan portfolio and an increase in our
average base prime lending rate in 2007, compar26@6. Average loans outstanding in 2007 totaB823billion, compared to $2.88 hillion
in 2006. The increase in average loans outstar@i$§40.2 million during 2007 was driven primarily our commercial loan portfolio, which
increased by $554.4 million as a result of ouréased focus on serving private equity and lateyestachnology clients and loan growth
increases from all industry segments we serve, patticularly strong growth in loans to private ggdirms and to software clients within the
technology sector. Our average base prime lenditggincreased to 8.06 percent in 2007 from 7.98gméiin 2006, primarily due to the effect
of 2006 rate increases, partially offset by raterdases in late 2007 in response to Federal Resmereuts. At December 31, 2007, our base
prime lending rate was 7.25 percent, compared2b gercent at December 31, 2006. The average giettlir loan portfolio was 10.27 percent
in 2007, compared to 10.37 percent in 2006. Loatdgiwere positively impacted by the full year effsEom the Federal Reserve rate increases
in 2006. However, these increases were more thfaatdfy increases in loans to our later-stage t@olgy clients and to our private equity
clients, which typically earn lower loan yields coaned to our other lending products. On an avebages, in 2007, 72.4 percent, or $2.75
billion, of our average outstanding gross loansewariable-rate loans that adjust at a prescribedserement date upon a change in our prime-
lending rate or other variable indices, compared4t® percent or $2.34 billion, for 2006.

The increase in interest income from our short-tewestments portfolio in 2007 was primarily driviey higher cash balances available
within our portfolios as a result of increase im deposit products, as well as from the issuanauofong-term debt in May 2007.

The increase in interest expense in 2007 is priyneeiated to increases in interest expense framgdierm debt and deposits, partially
offset by a decrease in interest expense from gbiort borrowings. Average long-term debt increase$449.6 million to $665.6 million,
primarily due to the issuance of $500 million ofidpterm debt in May 2007 and the utilization of 81hillion of longterm Federal Home Loi
Bank (“FHLB”) advances beginning in the fourth quearof 2006. The proceeds from the long-term defied in May 2007 were used to fund
loan growth and to pay down our short-term borr@sims a result, average short-term borrowingsedesead by $80.8 million to
$320.1 million in 2007, compared to $400.9 millior2006. Short-term borrowings and FHLB advancesewsed to fund the growth of our
loan portfolio in 2006 and through the first half2®07. The increase in interest expense from depass primarily related to our money
market deposit product for early stage clientsititiced in May 2007, which bears higher yields camg@o our other money market deposit
products. For 2007, the average balance of ouy ssabe money market deposit product was $118Jiomind interest expense incurred was
$4.1 million. The increase in interest expense fd@posits also reflects the initial impact of adfigllar sweep deposit product, which is
interest-bearing, introduced in late October 2Fa¥.2007, the average balance of our Eurodollaepvaeposit product was $8.3 million and
interest expense incurred was $0.3 million. In &ddito interest-bearing deposits, our averagentergst-bearing deposit balances also
increased by $78.2 million to $2.86 billion in 20@dmpared to $2.79 billion in 2006. The increaseaninterest-bearing deposits was
primarily related to increased deposits from ouvagie equity clients in late 2007.

The decrease in interest income from our investraeatrities portfolio in 2007 reflects lower levefsinvestment securities due to
scheduled maturities and prepayments. Averageeistt@arning investment
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securities decreased by $319.7 million to $1.36obilin 2007, compared to $1.68 billion in 2006,aa®sult of our use of portfolio cash flows
to support the growth of our loan portfolio.

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

The increase in interest income from our loan pticfin 2006 is primarily related to growth in olean portfolio as well as the effect of
increases in our base prime lending rate during280erage loans outstanding in 2006 totaled $2iBi®&n, compared to $2.37 billion in 20(
The increase in average loans outstanding of $51h8lién during 2006 was primarily driven by ourramercial loan portfolio, which increas
by $450.1 million in 2006 as a result of our in@e@ focus on serving middle-market clients and awpment in economic activity in the
markets served by us.

We increased our base prime lending rate four tim@906, each time by 25 basis points, in respém$ederal Reserve rate increases.
Our base prime lending rate was 8.25 percent atmber 31, 2006, compared to 7.25 percent at DeaeBdh2005. Our average base prime
lending rate increased to 7.95 percent in 2006 ®Bd8 percent in 2005. The average yield on our foatfolio was 10.37 percent in 2006,
compared to 9.26 percent in 2005. The increasaténeast income from our investment securities pbafin 2006 was due to higher levels of
investment securities, as well as a change indhgposition of our investment portfolio.

The increase in interest expense in 2006 was pityratated to increases in short-term borrowingd ather long-term debt. Average
short-term borrowings increased by $331.4 millior2006 to $400.9 million while average other lorgst debt increased by $9.7 million to
$17.7 million.

40



Table of Contents

Analysis of Interest Changes Due to Volume and Rételly Taxable-Equivalent Basis)

Net interest income is affected by changes in theumt and mix of interest-earning assets and istdyearing liabilities, referred to as
“volume change.” Net interest income is also a#ddby changes in yields earned on interest-eamssgts and rates paid on interest-bearing
liabilities, referred to as “rate change”. Chanigesur prime lending rate also impact the yieldoon loans, and to a certain extent our interest-
bearing deposits. The following table sets forthrges in interest income for each major categoigtefestearning assets and interest expt
for each major category of interdstaring liabilities. The table also reflects theoaimt of simultaneous changes attributable to bothme anc
rate changes for the years indicated. For thigfaitlanges that are not solely due to either voloinmate are allocated in proportion to the
percentage changes in average volume and average ra

2007 Compared to 2006 2006 Compared to 2005
Year Ended December 31, Year Ended December 31,
Increase (Decrease) Due to Change in Increase (Decrease) Due to Change in

(Dollars in thousands) Volume Rate Total Volume Rate Total
Interest income

Federal funds sold, securities purchased undeeagret

to resell and other sh-term investment securitit $ 6,20¢ $ b5ic $ 6,72i $(288) $ 444 $ 1,55¢

Investment securitie (15,249 1,00z (14,239 (14,059 3,602 (20,45¢)

Loans 65,80¢ (2,90¢6) 62,90: 51,24¢ 28,46¢ 79,71¢
Increase (decrease) in interest income 56,77 (1,389 55,39( 34,30 36,51¢ 70,82(
Interest expenst

NOW deposits (6) @) (23 16 1 17

Regular money market depos (54%) 66€ 121 (1,519 35€ (1,159

Bonus money market depos 75 3,19( 3,26t (2,820 501 (1,319

Time deposit: 42 681 72¢ 14E 28¢ 433

Foreign sweep deposi 284 — 284 — —

Shor-term borrowings (4,270) 61 (4,209 17,14¢ 1,287 18,43

Contingently convertible del 5 7 12 5 @7 22

Junior subordinated debentul 43 15C 19: 44 837 881

Senior and subordinated no 19,61¢ — 19,61¢ — — —

Other lon¢-term debt 7,328 (47) 7,27¢ 464 27¢ 742
Increase in interest expense, 22,57( 4,701 27,27: 14,48¢ 3,531 18,01¢
Increase (decrease) in net interest inci $ 34,20« $ (6,08f)  $28,11¢ $ 19,81¢ $32,98  $52,80¢

Net Interest Margin (Fully Taxak-Equivalent Basis)

Our net interest margin was 7.29 percent in 200mpared to 7.38 percent in 2006 and 6.46 perce2@®. The decrease in net interest
margin in 2007 was primarily due to decreases étdgi of our loan portfolio as well as increasesaies paid on our interest-bearing liabilities
from the issuance of long-term debt in May 2007 atilization of long-term FHLB advances, as wellths introduction of our two new
interest-bearing deposit products, partially offsgtecreases in short-term borrowings and inceeimsgields from our short-term investments
portfolio. Our net interest margin was also positvimpacted by increases in average balancesraianinterest-bearing demand deposits, a
significant source of funding for us, which incred$y $78.2 million and $148.9 million during 2087d 2006, respectively.

The increase in net interest margin in 2006 wagelgrdue to growth and increases in yields of oanlportfolio as well as growth of our
noninterest-bearing demand deposits, partiallyetffy increases in the balances outstanding o$loont-term borrowings.
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Average Balances, Yields and Rates Paid (Fully Thle-Equivalent Basis)

The average yield earned on interest-earning aisséite amount of annualized fully taxable-equindiaterest income expressed as a
percentage of average interestring assets. The average rate paid on fundinge®is the amount of annualized interest expexgeessed
a percentage of average funding sources. The fuitptable sets forth average assets, liabilitieapnity interest and stockholders’ equity,

interest income, interest expense, annualized ytdi rates, and the composition of our annualetdhterest margin in 2007, 2006 and 2005.

Year ended December 31,

2007 2006 2005
Interest Interest Interest
Average  Income/ Yield/ Average  Income/ Yield/ Average  Income/ Yield/
(Dollars in thousands) Balance  Expense Rate Balance  Expense Rate Balance  Expense Rate
Interes-earning asset:
Federal funds sold, securities purchased undeeaget to resell and other short-
term investment securities ( $ 357,67. $17,81¢ 49¢% $ 232,63 $ 11,08¢ 4.71% $ 313,26t $ 9,531 3.04%
Investment securitie!
Taxable 1,310,59! 61,30 4.6¢ 1,615,80 7452 461 1,900,02' 83,95( 4.4z
Non-taxable (2] 53,86¢ 3,637 6.7% 68,37: 4,65¢ 6.81 84,15 5,68t 6.7€
Loans:
Commercial 2,973,700 321,38. 10.81 2,419,28  263,87¢ 10.91 1,969,20. 194,01t 9.8t
Real estate construction and te 252,39¢ 16,66 6.6C 195,04 13,42: 6.8¢ 159,12: 10,03: 6.3C
Consumer and otht 296,22. 23,857 8.0% 267,76: 21,70: 8.1C 240,03! 15,23 6.3t
Total loans, net of unearned inco 3,622,321 361,90. 10.27% 2,882,08: 299,00 10.37 2,368,36. 219,28. 9.2¢
Total interes-earning asse 5,244,461 444,65¢ 8.4¢ 4,798,900 389,26¢ 8.11 4,665,801 318,44¢ 6.8
Cash and due from ban 276,35: 242,30! 227,86¢
Allowance for loan losse (43,659 (38,80%) (37,149
Goodwill 12,57¢ 27,65: 35,63¢
Other assets (¢ 530,38: 357,38! 297,60¢
Total asset $6,020,11 $5,387,43 $5,189,77
Funding sources
Interes-bearing liabilities
NOW deposits $ 35020 $ 13¢ 03% $ 3699 $ 151 041% $ 3319 $ 134 0.4%
Regular money market depos 152,55( 1,79¢ 1.1¢€ 210,93 1,67¢ 0.7¢ 406,84 2,83¢ 0.7C
Bonus money market depos 577,97 8,00 1.3¢ 569,12: 4,73¢ 0.82 792,12: 6,057 0.7€
Time deposit: 324,25( 3,06¢ 0.94 318,85! 2,341 0.7¢ 297,28t 1,90¢ 0.64
Foreign sweep depos 8,31( 284 3.4z — — — — — —
Total interes-bearing deposit 1,098,10 13,28¢ 1.21 1,135,90! 8,90 0.7¢ 1,529,44: 10,93: 0.71
Shor-term borrowings 320,12 16,92 5.2¢ 400,91: 21,13: 5.27 69,49¢ 2,69¢ 3.8¢
Contingently convertible del 148,87 941 0.6Z 148,00: 92¢  0.6Z 147,18: 941 0.64
Junior subordinated debentu 50,89 3,40¢ 6.6¢ 50,22: 3,211 6.3¢ 49,30¢ 2,33( 4.7:
Senior and subordinated no 313,14 19,61¢ 6.27 — — — — — —
Other lon¢-term debi 152,66¢ 8,28. 5.4z 17,74 1,006 5.67 8,03t 264  3.2¢
Total interes-bearing liabilities 2,083,82. 62,45: 3.0C 1,752,78: 35,18. 2.01 1,803,47. 17,16¢ 0.9t
Portion of nonintere-bearing funding source 3,160,63! 3,046,11. 2,862,33.
Total funding source 5,244,46! 62,45: 1.1¢ 4,798,901 35,18: 0.7¢ 4,665,801 17,16¢ 0.37
Noninteres-bearing funding source
Demand deposil 2,864,15: 2,785,94: 2,637,02i
Other liabilities 191,46t 115,51¢ 114,01:
Minority interest in capital of consolidated aféites 211,34: 143,97 93,83¢
Stockholder equity 669,33: 589,20t 541,42t
Portion used to fund inter-earning asse! (3,160,63i) (3,046,11) (2,862,33)
Total liabilities, minority interest and stockhotd’ equity $6,020,11 $ 5,387,43! $5,189,77
Net interest income and marg $382,20t  7.2<% $354,08° 7.3t% $301,28: 6.4€%
Total deposite $ 3,962,261 $ 3,921,85 $ 4,166,471

(1) Includes average inter-bearing deposits in other financial institutionsp2.9 million, $31.0 million and $20.4 million #2007, 2006 and 2005, respective

(2) Interest income on non-taxable investmentsasgnted on a fully taxable-equivalent basis utiegederal statutory tax rate of 35.0 percentfbyears presented. The tax equivalent
adjustments were $1.3 million, $1.6 million andGahillion in 2007, 2006 and 2005, respective

(3) Average investment securities of $250.8 millih51.2 million and $157.1 million in 2007, 200&dz2005, respectively, were classified as othegtasss they were noninterest-earning
assets. These investments primarily consisted i-marketable securitie
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Provision for Loan Losse

Our provision for loan losses is based on our eatadn of the adequacy of the existing allowancddan losses in relation to total loans
and on our periodic assessment of the inherenidamiified risk dynamics of the loan portfolio résng from reviews of selected individual
loans. For a more detailed discussion of creditiyuand the allowance for loan losses, see “Manag@’s Discussion and Analysis of
Financial Condition and Results of Operations—¢€aitiAccounting Policies and Estimates” and “—Cortkikd Financial Condition—Credit
Quality and the Allowance for Loan Losses” undertaltem 7 in this report.

Year ended December 31

(Dollars in thousands) 2007 2006 2005
Allowance for loan losses, beginning bala $ 42,747 $ 36,78t $ 37,61
Provision for loan losse 16,83¢ 9,871 237
Loan charg-offs (19,379 (14,065 (12,416
Loan recoverie 7,08¢ 10,15( 11,35!
Allowance for loan losses, ending balal $ 47,29: $ 42,747 $ 36,78¢
Provision as a percentage of total gross Ic 0.4(% 0.28% 0.01%
Net charg-offs as a percentage of total gross la 0.2¢ 0.11 0.04
Allowance for loan losses as a percentage of grtads loan: 1.1%% 1.22% 1.2&%
Total gross loan $4,178,09 $3,509,56! $2,868,38.

Our provision for loan losses increased by $7.0onilto $16.8 million in 2007, compared to $9.9linit in 2006. The increase in our
provision was primarily due to an increased ledban charge-offs, lower recoveries recognizedtipidy offset by a decrease in our
allowance for loan losses as a percentage ofdgotals loans as our credit quality remains stromg. ificrease in provision of $9.6 million in
2006, compared to 2005 was primarily due to thevtfian our loan portfolio.

Noninterest Income

Year ended December 31,

% Change % Change
(Dollars in thousands) 2007 2006 2007/200¢ 2005 2006/200:
Client investment fee $ 51,79 $ 44,34¢ 16.£% $ 33,25t 33.2%
Gains on investment securities, 46,72¢ 2,551 — 4,307 (40.9)
Foreign exchange fe: 25,75( 21,04¢ 22.4 17,90¢ 17.5
Gains on derivative instruments, | 23,93t 17,94¢ 33.4 6,75( 165.¢
Deposit service chargt 15,55¢ 10,15¢ 53.1 9,80¢ 3.€
Corporate finance fee 14,19¢ 11,64¢ 21.¢ 22,06: (47.2)
Letter of credit and standby letter of credit inex 11,11 9,94: 11.¢ 10,00 (0.6)
Other 32,31 23,56¢ 37.1 13,40: 75.¢
Total noninterest incom $221,38: $141,20¢ 56.£% $117,49! 20.2%
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Included in noninterest income is income that ekattable to minority interests. As part of ounfls management business, we recoc
the entire income or loss from funds where we oigniBcantly less than 100%. We are required ur@@AP to consolidate 100% of the
results of the funds that we are deemed to corBiolilarly, we are required under GAAP to consdiidtine results of eProsper, of which we
own 65%. The relevant amounts attributable to itorssother than us are reflected under “Minoritietest in Net Income of Consolidated
Affiliates”. Our net income includes only the portiof income or loss that is attributable to ounevship interest. The table below provides a
summary of non-GAAP noninterest income, net of mitydnterest:

Year ended December 31,

% Change % Change
Non-GAAP noninterest income, net of minority interest
(Dollars in thousands) 2007 2006 2007/200¢ 2005 2006/200:
GAAP noninterest incom $221,38:¢ $141,20¢ 56.£% $117,49! 20.2%
Less: amounts attributable to minority interests|uding carried
interest (37,98)) (9,909 283.t (6,067) 63.2
Non-GAAP noninterest income, net of minority inter $183,40: $131,30: 39.7% $111,42¢ 17.&%

We believe that the above non-GAAP financial measwhen taken together with the corresponding GAiA&ncial measure, provides
meaningful supplemental information regarding cerf@grmance by excluding certain items that represmome attributable to investors other
than us and our subsidiaries. Our management asddelieves that investors benefit from refertmghis non-GAAP financial measure in
assessing our operating results and when planfarggasting and analyzing future periods. Howetrgs, non-GAAP financial measure should
be considered in addition to, not as a substitut@f superior to, financial measures prepared¢aoadance with GAAP.

Client Investment Fees

We offer a variety of investment products on whigh earn fees. These products include sweep mongetfands, money market
mutual funds, overnight repurchase agreementsiged income securities available through clienedied accounts and fixed income
management services offered through our investiawdyvisory subsidiary.

Client investment fees totaled $51.8 million in Z06ompared to $44.3 million in 2006 and $33.3iomllin 2005. The increases of
$7.5 million and $11.0 million in client investmeiees in 2007 and 2006, respectively, were attabletto growth in average client investment
funds, with particularly strong growth in our Rephiase Agreement Program, as a result of increassakds from our private equity clients,
well as an increase in the number of managed piagfawithin our client investment assets under ngamaent, as a result of increased deposits
from our later-stage technology clients. The follegvtable summarizes average client investmentsiiad2007, 2006 and 2005:

Year ended December 31,

% Change % Change
(Dollars in millions) 2007 2006 2007/200¢ 2005 2006/200:
Client directed investment assets $12,35¢ $10,60¢ 16.5% $ 8,072 31.4%
Client investment assets under manager 5,651 4,36¢ 29.t 3,32¢ 31.1
Sweep money market fun 2,42 2,26( 7.4 1,512 49.t
Total average client investment funds $20,43¢ $17,22¢ 18.€% $12,91: 33.4%

(1) Mutual funds and Repurchase Agreement Programsa
(2) Client funds invested through SVB Financial Grovg maintained at third party financial institutio
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Gains on Investment Securities, Net

Gains on investment securities, net, were $46.lfamiin 2007, compared to $2.6 million in 2006 &3 million in 2005. Net gains on
investment securities of $46.7 million in 2007 warainly attributable to net gains of $30.1 millisom three of our managed funds of funds
and $12.0 million from one of our sponsored debti Included in the $46.7 million in net gainsimrestment securities are $23.7 million of
net gains from valuation adjustments and $23.0anilbf gains from distributions. We expect contidwariability in the performance of our
consolidated funds. As of December 31, 2007, wd mlestments, either directly or through our mathimvestment funds, in 397 private
equity funds, 58 companies and three sponsoredfdetis.

Gains on investment securities, net, of $2.6 miliio 2006 were primarily attributable to net gari$6.4 million from two of our
managed funds of funds, partially offset by a los$3.2 million due to the sale of certain avaitbbr-sale securities and net losses of $0.6
million from one of our managed funds of funds.llied in the $2.6 million in net gains on investingacurities are $5.9 million of net gains
from distributions, partially offset by losses & % million from the sale of certain available-f&ale securities and $0.1 million of net losses
from valuation adjustments.

The following table provides a summary of non-GAAEt gains on investment securities, net of minadrnitgrest:

Year ended December 31

% Change % Change

Non-GAAP net gains on investment securities, net of marity
interest (Dollars in thousands) 2007 2006 2007/200¢ 2005 2006/200¢
GAAP net gains on investment securi $ 46,72« $ 2,55 —% $ 4,307 (40.9%
Less: amounts attributable to minority interests|uding carried

interest (35,449 (5,037) 604.5 (5,749 (12.49
Non-GAAP net gains on investment securities, net ofamiin

interest. $11,27¢ $ (2,48)) (554.5% $ (1,430 72.8%

We believe that the above non-GAAP financial measwhen taken together with the corresponding GAiA&ncial measure, provides
meaningful supplemental information regarding cerf@grmance by excluding certain items that represmome attributable to investors other
than us and our subsidiaries. Our management asddelieves that investors benefit from refertmghis non-GAAP financial measure in
assessing our operating results and when planfarggasting and analyzing future periods. Howetrgs, non-GAAP financial measure should
be considered in addition to, not as a substituter superior to, financial measures preparecaoalance with GAAP.

Foreign Exchange Fe¢

Foreign exchange fees represent the income difardretween purchases and sales of foreign cuyrerchange on behalf of our clier
Foreign exchange fees totaled $25.8 million in 2@@mpared to $21.0 million in 2006 and $17.9 miilin 2005. The increase in foreign
exchange fees in 2007 and 2006 reflect higher natieolumes converted. Commissioned notional vokimere $6.13 billion in 2007, $4.14
billion in 2006 and $3.18 billion in 2005. Because clients’ demand for foreign currency is drivinthe purchase or sale of goods and
services, and because more than 70% of our trames m only three currencies (Euro, Pound Steylamgl Canadian Dollar), the higher
notional volumes reflect the impact of businessditions in those countries or regions on our chent
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Gains on Derivative Instruments, Net
A summary of gains on derivative instruments, f@t2007, 2006, and 2005 is as follows:

Year ended December 31,

% Change % Change
(Dollars in thousands) 2007 2006 2007/200¢ 2005 2006/200¢
Gains (losses) on foreign exchange forward corgyaett (1) $ 95€ $ (219 (537.9%  $3,41( (106.4)%
Change in fair value of interest rate swap (499 (3,630 (86.9) — —
Equity warrant asset
Gains on exercise, n 18,69( 11,49¢ 62.€ 9,01( 27.¢
Change in fair value (3
Cancellations and expiratiol (2,647 (3,969 (33.9) (2,952 34.2
Other changes in fair valt 7,42¢ 14,26¢ (47.9) (2,719 (624.9)
Total net gains on equity warrant assets 23,47¢ 21,79¢ 7.7 3,34( 552.¢
Total gains on derivative instruments, $23,93¢ $17,94¢ 33.4% $ 6,75( 165.9%

(1) Represents the change in the fair value ofigorexchange forward contracts executed on beli@lients and contracts with
correspondent banks to economically reduce ouignrexchange exposure risk related to certain §oreurrency denominated loans.
Revaluations of foreign currency denominated lcaesrecorded on the line item “Other” as part dfinterest income, a component of
consolidated net incom

(2) Represents the change in fair value of our intesstswap agreement related to our junior subatdthdebentures. For 2007 and 2(
the amount represents the net change in the faievedge implemented in April 2006. Prior to A@2U06, the amount represents the
cumulative change in market value of the interatt swap prior to its designation as a fair valegge. Please refer to the discussion of
our interest rate swap agreement related to ounrjgubordinated debentures in Note 14 (Derivaiveancial Instruments) of the “Notes
to the Consolidated Financial Statem” under Part Il, Item 8 in this repo

(3) As of December 31, 2007, the Company held wariants179 companies, compared to 1,287 companiBgember 31, 2006 and 1,2
companies at December 31, 20

(4) Includes net gains on equity warrant asseis blconsolidated investment affiliates. Relevanbants attributable to minority interests
are reflected in the consolidated statements afnmecunder the captic* Minority Interest in Net Income of Consolidated iifite<”.

Gains on derivative instruments, net, totaled $23ilflon in 2007, compared to $17.9 million in 2086d $6.8 million in 2005. The
increase of $6.0 million in 2007 was primarily doggains on exercises of equity warrant assetggrisom merger and acquisition activities
by certain companies in our warrant portfolio amdér losses associated with the fair value hedgeeagent for our junior subordinated
debentures. These increases were partially offskivieer gains recognized from valuation adjustmerfitsur equity warrant assets. The net
gains on derivatives of $23.9 million for 2007 weltee to $18.7 million in net gains from exerciseatrants and $5.2 million in net increase in
fair value.

The increase of $11.1 million in 2006 was primadlye to favorable changes in the fair value of gquarrant assets, which was parti
offset by an unfavorable change in the fair valedde agreement for our junior subordinated debestand a decrease in gains from foreign
exchange forwards primarily used to reduce our supoto foreign currency denominated loans.

The change in the fair value of equity warrant esse&s primarily attributable to changes in thearfydng value of the client companies’
stock, changes in the value of the underlying agpsioms used to value the equity warrant assetsidiret) changes in the risk-free interest rate,
changes in the volatility of market-comparable mibbmpanies and changes in the expected life.fétodology used to calculate the fair
value of equity warrant assets has been appliesistently.
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The following table provides a summary of non-GAA€ gains on derivative instruments, net of miyariterest:

Year ended December 31

% Change % Change
Non-GAAP net gains on derivative instruments, net of nriority interest
(Dollars in thousands) 2007 2006 2007/200¢ 2005 2006/200¢
GAAP net gains on derivative instrume $23,93¢ $17,94¢ 33.4% $ 6,75( 165.%
Less: amounts attributable to minority interesjc (1,070 (4,297) (75.]) — —
Non-GAAP net gains on derivative instruments, net afianity interest $22,86¢ $13,65: 67.5% $ 6,75( 102.2%

(1) Represents gains recognized from the exercise wbwna held by one of our sponsored debt fu

We believe that the above non-GAAP financial measwhen taken together with the corresponding GAiA&ncial measure, provides
meaningful supplemental information regarding cerf@grmance by excluding certain items that represmome attributable to investors other
than us and our subsidiaries. Our management asddelieves that investors benefit from refertmghis non-GAAP financial measure in
assessing our operating results and when planfarggasting and analyzing future periods. Howetrgs, non-GAAP financial measure should
be considered in addition to, not as a substitut@f superior to, financial measures prepared¢aoadance with GAAP.

Deposit Service Charge

Deposit service charges were $15.6 million in 2@@mpared to $10.2 million in 2006 and $9.8 milliarR005. The increase in 2007 v
primarily attributable to a decrease in our eargiogedit rate obtained by clients to offset depssitice charges, which was directly related to
decreases in short-term market interest ratesglswan increase in fee rates and in the volunti@osactions. The increase in 2006 was
primarily attributable to an increase in fee rapestially offset by an increase in our earning=darrate.

Corporate Finance Fees

Corporate finance fees were $14.2 million in 20fMmpared to $11.6 million in 2006 and $22.1 millior2005. The increase in 2007 \
primarily a result of higher income from successsfeecognized at SVB Alliant driven by the completof larger-sized deals. In July 2007, we
reached a decision to cease operations of SVBrAliad SVB Alliant Europe Limited. We elected tovb&VB Alliant complete a limited
number of client transactions before finalizinggtait-down. As of the date of this report, all satiént transactions have been completed.
Other than the completion of wind-down activitieg expect to cease operations by the end of thiedfirarter of 2008.

The decrease of $10.5 million in 2006 was primadlifiyen by the completion of a lower number of deakincipally as a result of
changes in staffing at SVB Alliant that occurrecearly 2006.
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Other Noninterest Income
A summary of other noninterest income for 2007,&@d 2005 is as follows:

Year ended December 31,

% Change % Change
(Dollars in thousands) 2007 2006 2007/200¢ 2005 2006/200¢
Fund management fe $ 8,58¢ $ 4,66 84.(% $ 3,43¢ 35.7%
Credit card fee 5,80z 4,56¢ 27.1 3,691 23.7
Service-based fee incom 5,35¢ 97C 452.2 — —
Gains (losses) on foreign exchange loans revaluatiet 1,90¢ 2,68( (28.9) (1,699 (257.%)
Other 10,66 10,68’ (0.2) 7,97¢ 34.C
Total other noninterest incon $32,31: $23,56¢ 37.1% $13,40: 75.8%

Other income was $32.3 million in 2007, comparef28.6 million in 2006 and $13.4 million in 2005hdincrease of $8.7 million in
2007 was primarily related to increases in fund aggment fees and service-based fee income.

The increase in fund management fees of $3.9 miltic2007 was related to the full-year effect ofinagement fees recognized from two
of our consolidated funds established in the thirdrter of 2006, as well as from an additional otidated fund established in the second
guarter of 2007. In 2007, we received managemest fidm six consolidated funds, compared to fivedA6 and three in 2005.

The increase in service-based fee income of $4llibmin 2007 was a result of increased activifiesn our subsidiary, SVB Analytics,
which commenced operations in the second quart2d@8, and from eProsper, which we acquired a ntjownership in during the third
quarter of 2006. SVB Analytics’ revenues increalsg®2.7 million to $3.1 million in 2007, comparexi$0.4 million in 2006, primarily as a
result of an increase in the number of clients40 B 2007, compared to 34 in 2006. eProsper’'smeee increased by $1.7 million to $2.3
million in 2007, compared to $0.6 million in 20Q@@jmarily as a result of consolidating a full yedirevenue in 2007.

Noninterest Expensi

Year ended December 31

% Change % Change
(Dollars in thousands) 2007 2006 2007/200¢ 2005 2006/200¢
Compensation and benef $213,89: $188,58t 13.2% $163,59( 15.2%
Professional service 32,90¢ 40,79: (19.9 28,72¢ 42.C
Net occupanc! 20,82¢ 17,36¢ 19.€ 16,21( 7.1
Premises and equipme 19,75¢ 15,31 29.C 12,82« 19.4
Impairment of goodwil 17,20« 18,43¢ (6.7) — —
Business development and tra 12,26: 12,76( (3.9 10,64" 19.¢
Correspondent bank fe 5,71z 5,641 1.2 5,53( 2.1
Telephone 5,40¢ 4,081 324 3,70: 10.2
Data processing servic 3,841 4,23¢ (9.9 4,10t 3.3
(Reduction of) provision for unfunded credit comménts (1,207 (2,46]) (51.0 927 (365.5)
Other 15,86¢ 17,744 (10.6¢) 13,59¢ 30.5
Total noninterest expen: $346,46¢ $322,50: 7.4% $259,86( 24.1%
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Included in noninterest expense is expense thatributable to minority interests. As part of dunds management business, we
recognize the entire income or loss from funds wheg own significantly less than 100%. We are neglunder GAAP to consolidate 100%
of the results of the funds that we are deemeamiral. Similarly, we are required under GAAP tmsolidate the results of eProsper, of which
we own 65%. The relevant amounts attributable vestors other than us are reflected under “Mindritgrest in Net Income of Consolidated
Affiliates”. Our net income includes only the portion of incoondoss that is attributable to our ownership. Tdde below provides a summi
of non-GAAP noninterest expense, net of minoritgiast:

Year ended December 31,

% Change % Change
Non-GAAP noninterest expense, net of minority interes
(Dollars in thousands) 2007 2006 2007/200¢ 2005 2006/200:
GAAP noninterest expen: $346,46¢ $322,50: 7.4% $259,86( 24.1%
Less: amounts attributable to minority intere (10,68)) (5,88%) 81.4 (3,840 53.Z
Non-GAAP noninterest expense, net of minority inte $335,78t¢ $316,61¢ 6.1% $256,02( 23.1%

We believe that the above non-GAAP financial measwhen taken together with the corresponding GAiA&ncial measure, provides
meaningful supplemental information regarding cerf@rmance by excluding certain items that represemome attributable to investors other
than us and our subsidiaries. Our management asddelieves that investors benefit from refertmghis non-GAAP financial measure in
assessing our operating results and when planfarggasting and analyzing future periods. Howetrgs, non-GAAP financial measure should
be considered in addition to, not as a substituterf superior to, financial measures preparecaoalance with GAAP.

Compensation and Benefits

Compensation and benefits expense totaled $213i®min 2007, compared to $188.6 million in 200&da5163.6 million in 2005. The
increase in compensation and benefits expensefo8$aillion in 2007 was largely due to higher intte@ compensation costs related to our
strong financial performance, as well as incre@séise number of average full-time equivalent (“FTEmployees and higher rates of
employee salaries and wages, partially offset bg@ease in shatgased payment expense due to a decrease in sthak gmants. The avera
number of FTE personnel was 1,145 in 2007, compiardcd87 in 2006 and 1,029 in 2005. Share-basegpensation expense totaled
$14.9 million in 2007, compared to $21.3 million2606 and $7.1 million in 2005.

Our compensation plans primarily consist of theehitve Compensation Plan, Direct Drive Incentiver@ensation Plan, SVB Financial
Group 401(k) and Employee Stock Ownership Plan OB3, Retention Program and Warrant Incentive Plaral costs incurred under the
above plans were $67.4 million in 2007, compare$4tb.1 million in 2006. The increase of $26.3 roitliwas primarily related to a $25.8
million increase in our incentive compensation egee a $2.9 million increase in our 401(k) and E®®fense, a $1.9 million increase in
direct drive compensation expense and a $1.1 milficrease in retention compensation expense. Thessases were partially offset by a
$5.6 million decrease in incentive compensatioreesp to SVB Alliant employees, as a result of @aigion to cease operations at SVB
Alliant as announced in July 2007.

The increase of $25.0 million in compensation aeddfits expense in 2006 was largely due to inceegsaverage FTE employees,
higher rates of employee salaries and wages aimttezase in share-based payment expense, padffdst by a decrease in contributions to
our incentive compensation plan.
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Professional Service

Professional services expense totaled $32.9 miitid007, compared to $40.8 million in 2006 and.$28illion in 2005. The decrease of
$7.9 million in 2007 and increase of $12.1 millior2006 was primarily related to consulting cosisuirred in 2006 as part of ongoing effort
enhance and maintain compliance with various reguls as well as expenses associated with certfommation technology (“IT”) projects.

Net Occupanc

Net occupancy expense totaled $20.8 million in 2@0rpared to $17.4 million in 2006 and $16.2 millin 2005. The increase of $3.4
million in 2007 was primarily due to $1.7 milliorf lzase exit costs related to consolidation ofaef§i aimed at improving synergy and
efficiency across business units and entry into demestic office lease agreements. The increa$é.a@fmillion in 2006 was primarily due to
the opening of our administrative facility in Shétke City in May 2006.

Premises and Equipme

Premises and equipment expense totaled $19.8 mili@007, compared to $15.3 million in 2006 an&.8Imillion in 2005. The increa
in 2007 was primarily related to depreciation ofvri@ systems, office relocations and from the woféof an IT loan fee amortization system.
The increase in 2006 was primarily related to thening of our administrative facility in Salt Lakaty, office relocations and IT initiatives.

Impairment of Goodwil

In connection with our annual assessment of godaivisVB Alliant in the second quarters of 2007 &@d6, we recognized impairment
charges of $17.2 million and $18.4 million, respedy, due to impairment of goodwill. The impairmeasulted from changes in our outlook
for SVB Alliant’s future financial performance. Secember 31, 2007, no goodwill remained in SVB&iti In July 2007, we reached a
decision to cease operations at SVB Alliant.

Business Development and Travel Expe

Business development and travel expense totale® $diflion in 2007, compared to $12.8 million in@and $10.6 million in 2005. The
increase of $2.2 million in 2006 was attributallleah increase in business development by all obasiness units.

Telephone

Telephone expense totaled $5.4 million in 2007, gamd to $4.1 million in 2006 and $3.7 million IB5. The increase of $1.3 million
in 2007 was primarily attributable to IT networkgspdes.

(Reduction of) Provision for Unfunded Credit Commahts

We calculate the provision for unfunded credit catmments based on the credit commitments outstandisgvell as the credit quality of
our credit commitments. We recorded a reductioprofision of $1.2 million to the liability for unfided credit commitments in 2007,
compared to a reduction of provision of $2.5 millio 2006 and a provision of $0.9 million in 200%e reduction of provision of $1.2 million
in 2007 was primarily a result of the positive impaf the decrease in our allowance for loan losses percentage of gross loans, which
decreased by nine basis points from 1.22 perce2@®6 to 1.13 percent in 2007. This positive impeas partially offset by an increase in our
total unfunded credit commitments, which increasg&880.2 million to $4.94 billion in 2007, compdr® $4.06 billion in 2006. The
reduction of provision in 2007 and 2006 reflects
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our historical credit quality experience. We couérto experience low levels of charge-offs anduadass experience improved, we have
reduced our allowance for loan losses, as a peofeatal gross loans.

Other Noninterest Expense

Other noninterest expense largely consisted ofagesand supplies expense, tax credit fund amddizakpense, dues and publications
expense and insurance and protections expense. @thimterest expense totaled $15.9 million in 2@®Mmpared to $17.7 million in 2006 and
$13.6 million in 2005. The decrease of $1.8 millinrR007 was primarily related to a $1.8 milliorache recorded during the second quarter of
2006 in connection with the settlement of a litigatmatter and a $1.0 million decrease in advegisind promotion expenses, partially offset
by a $1.4 million loss recorded in the second quast 2007 related to the sale of foreclosed prypetassified as Other Real Estate Owned
("OREO"). The increase of $4.1 million in 2006 wasmarily related to the $1.8 million litigation atgeand an increase of $0.9 million rela
to postage and supplies expense.

Minority Interest in Net Income of Consolidated Afifates

Minority interest in net income of consolidatedilédfes is primarily related to the minority intsteholders’portion of investment gains
losses and management fees in our managed furalbi¢ge 7 (Investment Securities) of the “Notesh® €onsolidated Financial Statements”
under Part Il, Item 8 in this report.)

Year ended December 31,

% Change % Change
(Dollars in thousands) 2007 2006 2007/200¢ 2005 2006/200¢
Net interest income (! $ 1,29¢ $ 2,29. (43.5% $ 1,16¢ 96.1%
Noninterest income (1 35,50¢ 9,90z 258.t 6,067 63.2
Noninterest expense ( (10,68)) (5,887) 81.4 (3,840 53.Z
Carried interest (2 2,47 — — — —
Minority interest in net income of consolidatediléfes $ 28,59¢ $ 6,30¢ 353.2% $ 3,39¢ 85.7%

(1) Represents minority interest share in net intérestme, noninterest income, and noninterest expehsensolidated affiliates
(2) Primarily represents the preferred allocation abime earned by the general partner managing ooeraponsored debt func

Minority interest in net income of consolidatedil&fes was $28.6 million in 2007, compared to $&ilion in 2006 and $3.4 million in
2005. Minority interest in net income of consolielhaffiliates of $28.6 million for 2007 was pringridue to noninterest income of
$35.5 million, largely due to net investment gamwsn our consolidated funds, partially offset bynimderest expense of $10.7 million primarily
related to management fees paid by our managed forthe general partners at SVB Capital for fumdsiagement.

Income Taxes

Our effective tax rate for 2007 was 41.24 percenpared to 42.45 percent in 2006 and 39.63 penec&@®05. The decrease in the tax
rate in 2007 was primarily attributable to the ilapact of lower amounts of non-deductible shareetigmyment expense on overall pre-tax
income. The increase in the tax rate in 2006 wesgrily attributable to the tax impact of higher amts of non-deductible share-based
payments on our overall pre-tax income.
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On January 1, 2007, we adopted the provisionsgf4d, which clarifies the accounting for uncertgiimt income taxes recognized in the
entity’s financial statements in accordance witiASMNo. 109. Our adoption of FIN 48 did not resalai cumulative effect adjustment to
retained earnings.

The total amount of unrecognized tax benefits audey 1, 2007 was $1.1 million, the recognitiomdifich would reduce our income tax
expense by $0.3 million.

We recognize interest and penalties related tocogmreized tax benefits as a component of operatipgreses. Total accrued interest and
penalties at January 1, 2007 were immaterial. Addb&ber 31, 2007, our unrecognized tax benefits ireedaat $1.1 million, which if
recognized, would reduce our income tax expenskOy million. Total accrued interest and penaliieBecember 31, 2007 were $0.1 million.

Operating Segment Results

In accordance with SFAS No. 131, we report segriméatmation based on the management approach. Bmagement approach
designates the internal reporting used by manageimemaking decisions and assessing performantigeasource of our reportable segments.
For reporting purposes, SVB Financial Group has éperating segments in which we report our finahiciformation in this report:
Commercial Banking, SVB Capital, SVB Alliant andh@t Business Services. Please refer to the dismus$iour segment organization under
“Business—Business Overview” under Part |, Item this report.

Our primary source of revenue is from net intemresdme, which is the difference between interest@ on loans, net of funds transfer
pricing (“FTP”), and interest paid on deposits, oeETP. FTP is an internal measurement framewesdighed to assess the financial impact of
a financial institution’s sources and uses of furidis the mechanism by which an earnings crexdifiven for deposits raised, and an earnings
charge is made for funded loans. Accordingly, @grsents are reported using net interest incomeyfi€fP. We also evaluate performance
based on noninterest income and noninterest expehseh are presented as components of segmenatomgprofit or loss. Allocated
expenses are noninterest expenses allocated friporede support functions to the business unitsiaeldde facility costs, general
administrative and operational overhead expendeishvinclude compensation and benefit costs. Weatallocate income taxes to our
segments. Additionally, our management reportinglehds predicated on average asset balances; theygleriod-end asset balances are not
presented for segment reporting purposes. Totabgeeassets equal the greater of total averagesassthe sum of total average deposits and
total average stockholders’ equity for each segmiém following is our segment information for 20@0D06 and 2005.

Income generated by banking services and finasoiations provided to private equity clients islited under the Commercial Banking
segment effective January 1, 2007. Prior to JanLia®p07, it was included in the SVB Capital segmbBrtome generated by SVB Wine
Division is included under the Other Business Smwisegment effective July 1, 2007. Prior to Jul2QD7, it was included in the Commercial
Banking segment. All prior period amounts have beetassified to conform to current period prestoms.
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Commercial Banking

Year ended December 31

% Change % Change
(Dollars in thousands) 2007 2006 2007/200¢ 2005 2006/200*
Net interest incom $ 339,86: $ 296,72 14.5% $ 236,91 25.2%
(Provision for) recovery of loan loss (11,016 (6,30€) 740 99¢€ (733.9)
Noninterest incom 138,46t 103,42: 33.¢ 86,751 19.2
Noninterest expens (241,719 (223,709 8.1 (181,93) 23.C
Income before income tax exper $ 225,59 $ 170,13: 32.¢ $ 142,73 19.2
Total average loar $2,679,32: $2,134,90: 25.t $1,736,27. 23.C
Total average asse 4,217,22! 4,161,08! 1.3 4,405,63I (5.€)
Total average deposi $3,689,47! $3,677,141 0.2% $3,956,211 (7.)%

Commercial Banking’s (“CB”) net interest incomelieased by $43.1 million in 2007, compared to 2@0énarily related to an increase
in income from CB'’s loan portfolio and an incre@sécome from earnings credit received on depmsitiucts. The increase in income from
CB'’s loan portfolio was primarily related to loarogvth, which positively impacted net interest inahby $33.6 million, as a result of our
increased focus on serving later-stage technoltiggts and private equity clients. Earnings crediteived on deposits increased by $7.9
million, primarily from interest rate increasesrrdhe full-year effect of shoterm market interest rate increases in 2006, ipaese to Feder.
Reserve rate increases, partially offset by rateedeses in late 2007. The increase in earningd cemetived on deposits also reflects the initial
impact of our money market deposit product foryeatage clients introduced in May 2007 and our Hallar sweep deposit product introdut
in late October 2007.

Noninterest income increased by $35.0 million i020compared to 2006, primarily related to soliel iecome growth, largely driven by
a $7.6 million increase in client investment fee$5.1 million increase in foreign exchange feas@$5.2 million increase in deposit service
charges. The increase in fee income was primarigsalt of our continued focus on servicing latirge technology clients and private equity
clients. In addition to fee income, CB recognizd®.$ million in higher net gains from the exerad$equity warrant assets, arising from
merger and acquisition activities and initial poldiferings of stock by certain companies in CBa&rant portfolio. We receive equity warrant
assets in certain client companies as part of mgdtcredit facilities and other client services.

Noninterest expense increased by $18.0 milliondid72 compared to 2006, primarily related to aneéase in compensation and benefits
expense, both through direct employees of CB’satmrs, as well as through allocated expenses sugpport groups. The increase in
compensation and benefits expense was primarigaltrof increased incentive and direct drive comspéon expense due to better than
expected overall financial performance for SVB Ricial Group and from increases in the average numh€TE employees at CB, which
increased to 686 in 2007, compared to 639 in 2006.

CB's net interest income increased by $59.8 millio80A6, compared to 2005, primarily driven by higlean volumes, as a result of «
increased focus on serving middtearket clients and improvement in economic actiintyhe markets served by us, as well as an inerigathe
earnings credit received on deposits, primarilyahiby increases in short-term market interessrmt@esponse to Federal Reserve rate
increases in 2006. The increase in earnings areckived on deposits from rate increases weregligirtiffset by a decrease in average deposit
volumes, which we believe was primarily due tomigeseeking higher returns on deposits as a rekintreases in short-term market interest
rates.

Noninterest income increased by $16.7 million i0&0compared to 2005, primarily related to soliel iecome growth, largely driven by
a $10.7 million increase in client investment faad a $3.9 million increase in foreign exchangs fee
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Noninterest expense increased by $41.8 milliondid62 compared to 2005, primarily related to anease in compensation and benefits
expense, both through direct employees and alldaatpenses from support groups. The increase ipepngation and benefits expense was
primarily the result of share-based payment experseorded from the adoption of SFAS No. 123(R)fameh consulting expenses related to
compliance initiatives.

SVB Capital
Year ended December 31,

% Change % Change
(Dollars in thousands) 2007 2006 2007/200¢ 2005 2006/200*
Net interest incom $ 64¢ $ 77z (16.9% $  8i¢ (5.7%
Noninterest incom 20,76: 10,25¢ 102.¢ 4,40¢ 132.¢
Noninterest expens (14,617 (10,329 41.F (10,939 (5.€)
Income (loss) before income tax expe $ 6,791 $ 70z 868.2 $ (5,719 (112.9)
Total average asse $292,44¢ $212,45: 37.1% $148,28: 43.2%

SVB Capital's components of noninterest income prity include net gains (losses) on investment stes, net of minority interest,
fund management fees and net gains (losses) oratlee instruments, net of minority interest. Weeat continued variability in the
performance of our consolidated funds.

Noninterest income increased by $10.5 million i920compared to 2006, primarily related to incredaeenet gains on investment
securities and fund management fees, partiallyedfiy lower net gains on derivative instrumentst g#ns on investment securities, net of
minority interest, totaled $13.2 million in 200mpared to net gains of $0.6 million in 2006. Tle¢ gains on investment securities of $13.2
million in 2007 were primarily related to solid iestment securities gains from two of our sponsdedat funds and from two of our managed
funds of funds. The increase in fund managemeistdé83.9 million in 2007 was primarily relatedttee full-year effect of management fees
recognized from SVB Strategic Investors Fund IP, &nd SVB Capital Partners Il, LP, which were dihbd in the third quarter of 2006, as
well as from SVB India Capital Partners |, LP, whigas established in the second quarter of 2007mafeaged six funds in 2007, compare
five funds in 2006, and received fund managemesd & $8.6 million and $4.7 million in 2007 and BQ@espectively. Net gains on derivative
instruments, net of minority interest, totaled $illion in 2007, compared to $4.3 million in 200®et gains on derivative instruments of $1.1
million in 2007 were primarily related to net gafinem the exercise of warrants, arising from mei@aa acquisition activities and initial public
offerings from one of our sponsored debt funds. déerease in net gains on derivative instrumen$3d million in 2007, compared to 2006
was primarily due to higher net gains recognizednfthe exercise of warrants from one of our spatdebt funds in 2006.

Noninterest expense increased by $4.3 million ®72@ompared to 2006, primarily related to an iaseein compensation and benefits
expense. The increase in compensation and beagfiense was primarily a result of increased ingertompensation expense due to better
than expected financial performance overall by SfBancial Group and from increases in the averageber of FTE employees at SVB
Capital, which increased to 34 in 2007, compare2Bti 2006.

As we continue to build our funds management bgsinee expect noninterest income, noninterest esqyernd total assets associated
with these fund investments to continue to increase

Noninterest income increased by $5.9 million in@08mpared to 2005, primarily related to increasdand management fees and net
gains on derivative instruments. Net gains on itmest securities, net of minority interest, tota#d6 million in 2006 and 2005. The net gains
on investment securities of $0.6 million in 2006svpaimarily related to net gains of $0.6 milliowrin one of our managed funds of funds. The
increase in
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fund management fees of $1.3 million in 2006 wamarily related to the addition of SVB Strategivéstors Fund Ill, LP and SVB Capital
Partners Il, LP, which were established in thedtigiuarter of 2006. We managed five funds in 200&mared to three funds in 2005, and
received fund management fees of $4.7 million ahd $illion in 2006 and 2005, respectively. Netrgabn derivative instruments, net of
minority interest, totaled $4.3 million in 2006. file were no gains on derivative instruments reaaghin 2005. Net gains on derivative
instruments of $4.3 million in 2006 were primanilated to net gains from the exercise of warrarising from merger and acquisition
activities and initial public offerings from one ofir sponsored debt funds.

SVB Alliant
Year ended December 31

% Change % Change
(Dollars in thousands) 2007 2006 2007/200¢ 2005 2006/200"
Net interest incom $ 854 $ 752 13.€% $ 33€ 123.&%
Noninterest incom 14,14 11,64( 21.t 22,06¢ (47.2)
Noninterest expense, excluding impairment of godic (14,919 (22,800 (34.¢) (22,57 1.C
Impairment of goodwil (17,209 (18,439 (6.7) — —
Loss before income tax exper $(17,129)  $(28,84) (40.6) $ (179 —
Total average asse $ 53,36 $ 67,50¢ (20.9) $ 74,49¢ (9.9
Goodwill at period en $ — $ 17,20« (100.0%  $ 35,63¢ (51.71%

We reached a decision in July 2007 to cease opegdit SVB Alliant. We elected to have SVB Allimoimplete a limited number of
client transactions before finalizing its shut-dows of the date of this report, all such clieatngactions have been completed. Other than the
completion of wind-down activities, we expect t@ase operations by the end of the first quartel0682

SVB Alliant’s noninterest income increased by $&iflion in 2007, compared to 2006, primarily aseault of higher income from
success fees recognized at SVB Alliant driven lgyadbmpletion of larger-sized deals.

Noninterest expense, excluding impairment of gotiddeécreased by $7.9 million in 2007, compare@@066, primarily due to a decrease
in compensation and benefits, specifically salaaied wages expense, in connection with our dectsi@ease operations at SVB Alliant.

We recognized goodwill impairment charges of $1fitfion and $18.4 million in 2007 and 2006, respesly, based on our annual
impairment analyses performed during the secondepseof each year. At December 31, 2007, no gobbtaiance remained at SVB Alliant.

SVB Alliant’s noninterest income decreased by $Xfikion in 2006, compared to 2005, primarily dnivby the completion of a lower
number of deals, principally as a result of charigesaffing at SVB Alliant that occurred in ea@06.
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Other Business Services

Year ended December 31

% Change % Change
(Dollars in thousands) 2007 2006 2007/200¢ 2005 2006/200¢
Net interest incom $ 35,24« $ 33,37( 5.6% $ 26,817 24.4%
(Provision for) recovery of loan loss (1,23¢) 2,391 (151.%) (2,187 (209.9)
Noninterest incom 7,601 4,011 89.5 3,61¢ 10.€
Noninterest expens (45,059 (32,21)) 39.¢ (27,509 17.1
(Loss) income before income tax expe $ (3,450 $ 7,561 (145.6) $  74¢ 913.t
Total average loar $807,77: $715,51! 12.¢ $624,95! 14.t
Total average asse 907,35 801,08 13.c 674,63¢ 18.7
Total average deposi 257,20¢ 222,44 15.€ 186,10! 19.5
Goodwill at period en $ 4,09 $ 4,09 —% 3 = —%

Our Other Business Services group includes SVBaRriClient Services, SVB Global, SVB Analytics, &WB Wine Division.

Net Interest Incom— Other Business Services

Year ended December 31,

% Change % Change
(Dollars in thousands) 2007 2006 2007/200¢ 2005 2006/200¢
SVB Private Client Service $ 15,03 $ 13,54! 11.(% $ 10,93¢ 23.&%
SVB Global 7,18¢ 5,67¢ 26.€ 2,29¢ 147.€
SVB Analytics (143) (48) 197.¢ — —
SVB Wine Division 13,16: 14,19¢ (7.3 13,58¢ 4.5
Total Other Business Servic $ 35,24« $ 33,37( 5.6% $ 26,817 24.0%

The increases in net interest income of $1.9 millim2007, compared to 2006, and $6.6 million iIB@&0compared to 2005, were
primarily due to increases for SVB Private Clieet\8ces and SVB Global. The increase in net intéare®@me for SVB Private Client Services
was primarily due to increased average loan batadue to an increased focus on providing loan swigtto partners of private equity firms.
The increase in net interest income for SVB Glabas$ primarily due to an increase in average depasita result of increased investment
activity by our clients as well as growth in thewher of new international venture funds.

Noninterest Incom— Other Business Services

Year ended December 31,

% Change % Change
(Dollars in thousands) 2007 2006 2007/200¢ 2005 2006/200*
SVB Private Client Service $ 80 $ 1,38¢ (42.0% $ 2,52¢ (45.1)%
SVB Global 1,413 1,20z 17.€ 563 113.5
SVB Analytics 4,55¢ 764 496.: — —
SVB Wine Division 82¢ 65¢ 25.¢ 53C 24.:
Total Other Business Servic $ 7,60 $ 4,01 89.5% $ 3,61 10.9%

The increase in noninterest income of $3.6 miliim2007, compared to 2006, was primarily due teeéases for SVB Analytics, which
commenced operations in the second quarter of 20@6from its subsidiary, eProsper, which we aagua majority ownership of in the third
quarter of 2006. These increases
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were partially offset by a decrease in noninteirestme for SVB Private Client Services. SVB Anatgtirevenues increased by $2.7 million to
$3.1 million in 2007, compared to $0.4 million i@, primarily as a result of an increase in theber of clients to 340 clients in 2007,
compared to 34 in 2006. eProsper’s revenues, neirairity interest, increased by $1.1 million ta%illion in 2007, compared to $0.4
million in 2006, primarily as a result of consoliitey a full year of revenue in 2007. The decreasedninterest income for SVB Private Client
Services in 2007 was primarily due to the salé$ubsidiary, Woodside Asset Management, Incaity006.

The increase in noninterest income of $0.4 miliim2006, compared to 2005, was primarily due toéases for SVB Analytics, and frc
its subsidiary, eProsper, partially offset by ardase in noninterest income for SVB Private Cligatvices from the sale of Woodside Asset
Management, Inc.

Noninterest Expens— Other Business Services

Year ended December 31

% Change % Change
(Dollars in thousands) 2007 2006 2007/200¢ 2005 2006/200¢
SVB Private Client Service $11,94¢ $11,26¢ 6.1% $12,50: (9.9%
SVB Global 11,44( 6,52¢ 75.% 5,531 18.C
SVB Analytics 8,56: 2,89¢ 195.¢ — —
SVB Wine Division 13,10¢ 11,52( 13.¢ 9,46¢ 21.7
Total Other Business Servic $45,05¢ $32,21: 39.9% $27,50: 17.1%

The increase in noninterest expense of $12.8 milic2007, compared to 2006, was primarily duentwéases for SVB Global and SVB
Analytics. Expenses for SVB Analytics, which inchsdeProsper’s expenses, increased primarily asult of the development of this division
as operations commenced in the second and thindegs@f 2006, respectively. The increase in SVBBal's expense was primarily related to
an increase in compensation and benefits expeo#ietirough direct employees of SVB Global’s opierat, as well as through allocated
expenses from support groups. The increase in cosagien and benefits expense was primarily a reduticreased incentive compensation
expense due to better than expected overall fiahperformance for SVB Financial Group.

The increase in noninterest expense of $4.7 milhad2006, compared to 2005, was primarily due twéases in expenses for SVB
Analytics and the SVB Wine Division. The increaseésVB Analytics is a result of commencement of agiens in 2006. The increase for the
SVB Wine Division was primarily due to an increaseompensation and benefits expense through addexpenses from support groups.
The increase in compensation and benefits expeaserimarily a result of increased incentive anddidrive compensation expense due to
better than expected financial performance ovéoalEVB Financial Group.

Consolidated Financial Condition

Our total assets were $6.69 billion at Decembe280y, an increase of $611.0 million, or 10.0 perceompared to $6.08 billion at
December 31, 2006.

Securities Purchased under Agreement to Resell, @ttier Short-Term Investments

Interest earning deposits, securities purchasedragteement to resell and other short-term invesstentotaled $358.7 million at
December 31, 2007, an increase of $119.4 milliod,909 percent, compared to $239.3 million at Ddoen31, 2006. The increase in 2007 was
primarily due to higher levels of other short-teimaestments of $50.7 million and an increase irriest-earning deposits of $47.2 million, as a
result of higher levels of deposit balances, winzieased by $553.6 million to $4.61 billion at Bexber 31, 2007, compared to $4.06 billion
at December 31, 2006.
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Investment Securitie

Investment securities totaled $1.60 billion at Deber 31, 2007, a decrease of $89.8 million, op&i®ent, compared to $1.69 billion at
December 31, 2006. The decrease in investmentigeswras primarily related to a $186.3 million degse in our available-for-sale securities
portfolio, primarily due to scheduled maturitieslaregular prepayments within our portfolio. ThicdEase was partially offset by a $96.5
million increase in non-marketable securities pritgalue to continued investments by SVB CapitdieTollowing table presents a profile of
our investment securities portfolio at DecemberZ)7, 2006 and 2005:

December 31

(Dollars in thousands) 2007 2006 2005
Available-for-sale securities, at fair valu
U.S. Treasury securitie $ 20,128 $ 29,711 $ 29,70(
U.S. agencies and corporatio
Collateralized mortgage obligatio 536,38 629,67 812,64«
Mortgage-backed securitie 390,97¢ 429,15¢ 499,45;
U.S. agency debentur 161,08( 230,82: 263,89
Asse-backed securitie — — 97,48
Commercial mortga¢-backed securitie 61,29( 69,37" 69,42¢
Obligations of states and political subdivisic 81,85¢ 56,45: 77,42
Marketable equity securitie 7,391 257 633
Venture capital fund investmer 1 2 2
Total availabl-for-sale securitie 1,259,101 1,445,45! 1,850,65!
Non-marketable securities (investment company fairealccounting)
Private equity fund investments ( 194,86: 126,47" 81,28(
Other private equity investments | 45,907 32,918 26,78:
Other investments (¢ 14,63¢ 15,39 25,30(
Non-marketable securities (equity method accounti
Other investments (¢ 21,29¢ 15,71( 10,98t
Low income housing tax credit fun 24,49: 22,66 11,68:
Non-marketable securities (cost method accounti
Private equity fund investments ( 35,00¢ 27,77: 26,92
Other private equity investmer 7,26 5,961 3,66:
Total investment securitie $1,602,57. $1,692,34. $2,037,27

(1) Private equity fund investments (funds of fundslpatember 31, 2007, 2006 and 2005 include thevidtig investments

December 31, 2007 December 31, 2006 December 31, 2005
(Dollars in thousands) Amount Ownership% Amount Ownership% Amount Ownership%
SVB Strategic Investors Fund, | $ 68,74« 12.€% $ 65,97 12.€% $ 58,69¢ 12.€%
SVB Strategic Investors Fund I, L 81,38: 8.€ 47,66¢ 8.€ 22,06¢ 8.€
SVB Strategic Investors Fund IlI, L 44,73¢ 5.9% 12,83( 6.5% 512 100.(%
Total private equity fund investmer $194,86. $126,47! $ 81,28(
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(2) Other private equity investments -investment funds) at December 31, 2007, 2006 af8 #lude the following investment

December 31, 200 December 31, 200 December 31, 200!
(Dollars in thousands) Amount Ownership% Amount Ownership% Amount Ownership%
Silicon Valley BancVentures, L $28,06¢ 10.7%  $29,38¢ 10.7%  $26,78: 10.7%
SVB Capital Partners Il, LP ( 14,45¢ 5.1 3,52¢ 8.5 — —
SVB India Capital Partners |, L 3,381 13.%% — —% — —%
Total other private equity investmet $45,90" $32,91: $26,78:

(i) At December 31, 2007, we had a direct ownershgrést of 1.3% and an indirect ownership intere®.8% in the fund through o
ownership of SVB Strategic Investors Fund I, |

(3) Other investments within non-marketable semsgifinvestment company fair value accounting)udel our ownership in Partners for
Growth, LP, a sponsored debt fund. At DecembeB0y, 2006 and 2005 we had a majority ownersharést of approximately 50.0%
in the fund. Partners for Growth, LP is managealblyird party and we do not have an ownership @sten the general partner of this
fund.

(4) Otherinvestments (sponsored debt funds) withir-marketable securities (equity method accountin@eatember 31, 2007, 2006, a
2005 include the following investmen

December 31, 200 December 31, 200 December 31, 200!
(Dollars in thousands) Amount Ownership% Amount Ownership% Amount Ownership%
Gold Hill Venture Lending
Partners 03, LL( $ 8,161 90.7% $ 6,941 90.7% $ 5,61¢€ 90.7%
Gold Hill Venture Lending 03, LP ( 7,754 9.3 6,56~ 9.3 5,36¢ 9.3
Partners for Growth II, LI 5,38¢ 24.2% 2,20¢ 24.2% — 22.%%
Total other investmen $21,29¢ $15,71( $10,98¢

(i) At December 31, 2007, we had a direct ownershgrést of 4.8% in the fund. In addition, at Decenter2007, we had an indire
ownership interest of 4.5% in Gold Hill Venture ldémg 03, LP and its parallel funds through our omshg of Gold Hill Venture
Lending Partners 03, LL(

(5) Represents investments in 324, 302 and 277 pragugy funds at December 31, 2007, 2006 and 2@&perctively, where our ownerst
interest is less than 5¢

Available-for-Sale Securities

Our fixed income investment portfolio is managednaximize portfolio yield over the lonigrm in a manner consistent with our liquic
credit diversification and our asset/liability $&gies. All securities in our fixed income investrportfolio are currently held as available-for-
sale. Available-for-sale securities totaled $1.2ob at December 31, 2007, a decrease of $186l&m or 12.9 percent, from $1.45 billion at
December 31, 2006, which decreased $405.2 milio21.9 percent, from $1.85 billion at DecemberZ105. The decreases in 2007 and 2006
were due primarily to principal prepayments on mage-backed securities and collateralized mortgatigations and scheduled maturities of
U.S. agency debentures. Additionally, during thense quarter of 2006, we sold $119.1 million oksétd lower-yielding investments. The
decrease in 2007 was partially offset by an in@eds$25.4 million in investments of obligationsstétes and political subdivisions and an
increase of $7.1 million in our marketable equiggwrities portfolio, which are equity warrant assbat have been exercised into publicly-
traded shares. The duration of our fixed incomestwent portfolio was 2.3 years at December 317 26@mpared to 2.5 years at
December 31, 2006 and 2.6 years at December 35, ¥0€ did not hold any mortgage-backed securitidiateralized by sub-prime mortgage
loans in 2007, 2006 or 2005.
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Nor-Marketable Securities

Non-marketable securities primarily represent itvesnts managed by SVB Capital as part of their umdnagement business and
include funds of funds, co-investment funds anchspeed debt funds, as well as direct equity investsi Non-marketable securities of
$343.5 million at December 31, 2007 increased 8:&#nillion or 39.1 percent, from $246.9 million2006, which increased by $60.3 million
or 32.3 percent, from $186.6 million in 2005.

The increase in non-marketable securities of $86lgn in 2007 was primarily related to a $68.4llron increase in private equity fund
investments accounted for using investment comg@inyalue accounting and a $13.0 million incregmsether private equity investments
accounted for using investment company fair vakeanting. The increase of $68.4 million in privatpity fund investments was due to
additional investments made by each of our man&geik, with particular growth in SVB Strategic Isters Fund Il, LP and SVB Strategic
Investors Fund Ill, LP. The increase of $13.0 miilin other private equity investments related grily to additional investments from SVB
Capital Partners Il, LP and investments from SV@idCapital Partners I, LP.

The increase in non-marketable securities of $60l8n in 2006 was primarily related to an increas private equity fund investments
accounted for using investment company fair vakmanting of $45.2 million, an increase of $6.1limil in other private equity investments
accounted for using investment company fair vakmanting and an increase of $4.7 million in otin@estments accounted for using equity
method accounting, partially offset by a $9.9 millidecrease in other investments accounted fog uisiestment company fair value
accounting. The increase of $45.2 million in prévaguity fund investments was due to additionaéstments made by our managed funds,
SVB Strategic Investors Fund, LP, SVB Strategiebters Fund Il, LP and SVB Strategic Investors FlindP. The increase of $6.1 million
in other private equity investments was due to stments from SVB Capital Partners I, LP and addii investments from Silicon Valley
BancVentures, LP. The increase of $4.7 milliontimeo investments was primarily related to investtaérom Partners for Growth Il, LP as
well as additional investments from Gold Hill Vergl_ending Partners 03, LLC and Gold Hill Venturending 03, LP. The decrease of
$9.9 million in other investments was related ttritbutions from Partners for Growth, LP.

Investment Concentratic

At December 31, 2007 and 2006, we held no investseturities that were issued by a single partyekeeeded 10.0% of our
stockholders’ equity.

Investment Securitie—Remaining Contractual Principal Maturities and Yids (Fully-Taxable Equivalent)

The following table provides the remaining contuattprincipal maturities and fully taxable-equivatigields on investment securities as
of December 31, 2007. Interest income on certaligations of states and political subdivisions (rarable investments) are presented on a
fully taxable-equivalent basis using the federatigbry tax rate of 35.0%. The weighted-averagklygecomputed using the amortized cost of
available-for-sale securities, which are reportefhia value.
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Expected remaining maturities of callable U.S. agesecurities, mortgage-backed securities, anéieollized mortgage obligations may
differ significantly from their contractual matues because borrowers have the right to prepagatidins with or without penalties. This risk,
known as call risk and prepayment risk, may reisuhese securities having longer or shorter awetiags than anticipated at the time of
purchase. As interest rates decline, prepaymemisrgky tend to increase; causing the average ¢éxgeemaining maturity to shorten.
Conversely, as interest rates rise, prepaymentsttedecrease causing the average expected reganaturity to extend. This is most appa
in mortgage-backed securities and collateralizedgage obligations as contractual maturities ap&cglly 15 to 30 years whereas expected
average lives of these securities are significasttigrter and vary based upon structure. Privatéyefyund investments, other private equity
investments, other investments and low income Imguisix credit funds are included in the table bed@mwmaturing after 10 years.

December 31, 2007

After One After Five
One Year Year to Years to After
Total or Less Five Years Ten Years Ten Years
Weighted Weighted Weighted- Weighted Weighted
Carrying
Carrying Average Average Carrying Average Carrying Average Carrying Average
(Dollars in thousands) Value Yield Value Yield Value Yield Value Yield Value Yield
U.S. Treasury securitie $ 20,12¢ 492% $ 20,12 492% $ — —% $ — —% $ — —%
U.S. agencies and corporatio
Collateralized mortgage obligatio 536,38: 4.6€ — — 13C 6.3¢ 87,16% 4.44 449,09( 4.71
Mortgagebacked securitie 390,97¢ 4.91 — — 2,73( 6.41 12,30¢ 5.2¢ 375,94( 4.8¢
U.S. agency debentur 161,08( 3.8¢€ 49,69: 3.11 111,38 4.2C — — — —
Commercial mortgac-backed securitie 61,29( 4.67 — — — — — — 61,29( 4.67
Obligations of states and political subdivisi 81,85¢ 6.5€ 20,39¢ 6.4¢ 17,02¢ 7.6¢ 3,332 5.97 41,10: 6.1€
Low income housing tax credit fun 24,49 — — — — — — — 24,49 —
Marketable equity securities ( 7,391 — 7,391 — — — — — — —
Private equity fund investmer 229,86 — — — — — — — 229,86¢ —
Other private equity fund investmet 53,17« — — — — — — — 53,17« —
Other investment 35,93¢ — — — — — — — 35,93¢ —
Total $1,602,57. 3.72% $ 97,61 3.95% $ 131,27 4.7(% $ 102,80: 4.5¢% $1,270,89 3.5:%

(1) Available-for-sale.
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Loans

The following table details the composition of tban portfolio, net of unearned income as of thre fnost recent year-ends:

December 31,

(Dollars in thousands) 2007 2006 2005 2004 2003
Commercial loan $3,563,00! $2,959,50: $2,410,89: $1,927,27. $1,701,90:
Real estate constructio

Vineyard developmer 121,38: 118,26t 104,88: 80,96( 50,11¢

Commercial real esta 44 40" 13,33¢ 20,657 18,56: 12,20
Total real estate constructi 165,78 131,60: 125,53 99,52 62,32:
Real estate tern

Real estate ter— consume 75,14¢ 46,81 39,90¢ 27,12¢ 19,21:

Real estate ter— commercial 38,84¢ 50,05! 10,69¢ 16,72( 12,90:
Total real estate ter 113,99¢ 96,86: 50,60( 43,84 32,11¢
Consumer and othi 308,94( 294,43¢ 256,32: 237,95:. 190,80¢
Total loans, net of unearned income $4,151,731  $3,482,40. $2,843,35. $2,308,58! $1,987,14

(1) Unearned income was $26.4 million, $27.2 millioB5® million, $18.4 million and $18.3 million in 2@, 2006, 2005, 2004 and 20!
respectively

A substantial percentage of our loans are commnlarcigature, and such loans are generally madenterging-technologies or growth
companies in technology-related industries. Thakaewn of total loans and total loans as a pergentd gross loans by industry sector is as
follows:

December 31, 2007 December 31, 2006
Industry Sector Amount Percentage Amount Percentagt
Technology (1 $1,948,92! 46.€% $1,788,78! 51.(%
Private Equity 773,93. 18.5 480,61¢ 13.7
Life Sciences (1 407,85¢ 9.8 352,22( 10.C
Premium Winery 375,56. 9.C 375,96( 10.7
Private Client Service 402,56: 9.6 345,67- 9.8
All other sector 269,26( 6.5 166,30! 4.8
Total Gross Loan $4,178,09 100.(% $3,509,56! 100.(%

(1) Included in the technology and life science nichesloans provided to emerging growth clients, Whigpresent approximately .
percent of total gross loans at December 31, 2

As of December 31, 2007, our asset-based lendidgarounts receivable factoring represented 8. 58w attb, respectively, of total
gross loans, compared to 10.3% and 7.1%, respictiv®ecember 31, 2006. Approximately 43.5% and % of our outstanding gross loan
balances as of December 31, 2007 were in the sthtealifornia and Massachusetts, respectively, manad to 48.4% and 11.2%, respectively,
as of December 31, 2006. There are no other sidtiedalances greater than 10%.

Commercial real estate construction loans, neneimed income totaled $44.4 million at Decembe2807, compared to $13.3 million
at December 31, 2006. The increase of $31.1 milltlas primarily due to an increase in our commuregevelopment loans. Consumer real
estate term loans totaled $75.1 million at Decen3ie2007, compared to $46.8 million at December2BD6. Included in consumer real es
term loans are loans made to eligible employeesitir our Employee Home Ownership Plan (‘EHOP”),chhincreased by $13.4 million to
$49.0 million at December 31, 2007, compared to&8&fllion at December 31, 2006.
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As of December 31, 2007, 73.0 percent, or $3.0®bjlof our outstanding gross loans were variahte-loans that adjust at a prescribed
measurement date upon a change in our prime-lemdtegr other variable indices, compared to 78rtent, or $2.57 billion, as of
December 31, 2006. The following table sets famremaining contractual maturity distribution off gross loans at December 31, 2007, for
fixed and variable rate loans:

After One
Year and
One Year Through After

(Dollars in thousands) or Less Five Years Five Years Total
Fixed rate loans:
Commercial loan $ 172,82 $ 697,76. $ 50,83 $ 921,41t
Real estate constructio

Vineyard developmer — 41,24¢ 61,52( 102,76¢

Commercial real esta 12,22°¢ 13,027 — 25,25:
Total real estate constructi 12,22¢ 54,27: 61,52( 128,01¢
Real estate tern

Real estate ter— consume 13,97 17,57: 35,507 67,054

Real estate ter— commercial 3,52¢ 5,07¢ 23,72 32,33(
Total real estate ter 17,50: 22,65: 59,23( 99,38«
Consumer and otht 28 17,82¢ — 17,85:
Total fixed-rate loans $ 20257 $ 79251( $171,58. $1,166,67!
Variable-rate loans:
Commercial loan $1,575,53. $1,067,36: $ 24,39: $2,667,28
Real estate constructio

Vineyard developmer 503 7,967 10,43: 18,90z

Commercial real esta 17,67°¢ 1,74¢ — 19,42«
Total real estate constructi 18,17¢ 9,71¢ 10,43: 38,32¢
Real estate tern

Real estate ter— consume 8,04: — — 8,04:

Real estate ter— commercial 3,25( 1,82¢ 1,55¢ 6,62¢
Total real estate ter 11,29: 1,82¢ 1,55: 14,66¢
Consumer and otht 162,36¢ 47,98 80,79¢ 291,14¢
Total variable-rate loans $1,767,37! $1,126,88! $117,17: $3,011,42

Upon maturity, loans satisfying our credit quabtgndards may be eligible for renewal. Such rerewaa subject to the normal
underwriting and credit administration practicesaasated with new loans. We do not grant loans witbonditional extension terms.

Loan Administratior

Authority over our loan policies resides with ousdd of Directors. This authority is managed thitotlye approval and periodic review
of our loan policies. The Board of Directors delegaauthority to the Directors’ Loan Committee tipervise our loan underwriting, approval,
and monitoring activities. The Directors’ Loan Coittee consists of four outside Board of Directomniers.

Subiject to the oversight of the Directors’ Loan Quittee, lending authority is delegated to the CKiegdit Officer and our loan
committee, which consists of the Chief Credit GéficChief Operating Officer of the Bank, and oteenior members of our lending
management. Requests for new and existing créditsnieet certain size and underwriting criteria beyapproved outside of our loan
committee by designated senior lenders or joinitha senior credit officer or division risk manage
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Credit Quality and Allowance for Loan Losses

The following table presents an analysis of thevedince for loan losses as of the five most receat-gnds:

Year ended December 31,

(Dollars in thousands) 2007 2006 2005 2004 2003
Balance, beginning of ye $ 42,74 $ 36,78t $ 37,61 $ 49,86 $ 58,36¢
Charge-offs:

Commercial (29,279 (13,865 (20,88 (16,196 27,729

Real estat — — 3 — (1,252)

Consumer and oth (100 (200) (1,537) — —
Total charg-offs (19,379 (14,069 (12,416 (16,196 (18,979
Recoveries

Commercial 7,08¢ 8,96¢ 11,09( 13,84t 19,96¢

Real estat — 1,09( 261 391 331

Consumer and oth — 92 — — 67
Total recoverie: 7,08¢ 10,15( 11,35 14,23¢ 20,36:
Net (charg-offs) recoverie: (12,290 (3,919 (1,065 (1,960 1,38¢
Provision for (recovery of) loan loss 16,83¢ 9,871 237 (10,289 (9,899
Balance, end of ye: $ 47,29: $42,74 $ 36,78¢ $ 37,618 $ 49,86
Net (charg-offs) recoveries to average total lo: (0.35% (0.19)% (0.09)% (0.10% 0.0&%

The following table displays the allocation of tleowance for loan losses among specific classésanis as of the five most recent year-

ends:

December 31

2007 2006 2005 2004 2003
Percent o Percent of Percent o Percent o Percent of
Total Total Total Total Total

(Dollars in thousands) Amount  Loans (1) Amount  Loans (1) Amount  Loans (1) Amount  Loans (1) Amount  Loans (1)
Commercia $42,25( 85.6% $37,46¢ 85.0% $35,01¢ 84.¢% $29,18: 83.5% $41,80: 85.7%
Real estate constructic 1,69¢ 4.C 1,55¢ 3.8 421 4.4 1,51¢ 4.3 1,66: 3.1
Real estate tert 1,34¢ 2.7 1,28¢ 2.8 30¢€ 1.8 1,67: 1.9 2,39¢ 1.6
Consumer and otht 1,99¢ 7.5 2,44( 8.4 1,04¢ 9.C 4,92¢ 10.2 4,00: 9.6
Unallocatec — — — — — — 313 — — —
Total $47,29: 100.% $42,74 100.% $36,78t 100.(% $37,61: 100.% $49,86: 100.(%

(1) Represents loan type as a percentage of total,loahsf unearned income as of year ¢

64



Table of Contents

Nonperforming Asse

Nonperforming assets consist of loans that areghas®©0 days or more that are still accruing irsigleans on nonaccrual status and
OREO. Our OREO balance was $1.9 million at Decer3tte2007, compared to $5.7 million at December2BD6 and $6.3 million at
December 31, 2005. We held no OREO or other fosetl@ssets at December 31, 2004 and 2003. Thebilble sets forth certain data and
ratios between nonperforming loans, nonperformsggets, and the allowance for loan losses. All ndopming loans represent impaired loa
We measure all loans placed on nonaccrual statiimfrairment based on the fair value of the undegyollateral or the net present value of
the expected cash flows in accordance with SFAS144.

December 31

(Dollars in thousands) 2007 2006 2005 2004 2003
Nonperforming asset
Loans past due 90 days or more still accruing ésth $ — $ — $ 1,04¢ $ 61€ $ —
Nonaccrual loan 7,634 10,975 6,49¢ 14,32: 12,35(
Total nonperforming loar 7,634 10,977 7,54¢ 14,93¢ 12,35(
OREO 1,90¢ 5,67 6,25k — —
Total nonperforming asse $ 9,547 $16,65¢ $13,80( $14,93¢ $12,35(
Nonperforming loans as a percentage of total gozass 0.1&8% 0.31% 0.2€% 0.64% 0.62%
Nonperforming assets as a percentage of totals 0.14% 0.27% 0.25% 0.2% 0.2&8%
Allowance for loan losse $47,29: $42,747 $36,78¢ $37,61: $49,86:
As a percentage of total gross loi 1.1% 1.22% 1.28% 1.62% 2.4%
As a percentage of nonaccrual loi 619.5% 389.4% 566.02% 262.6% 403.7%

We continue to experience low levels of charge-affd as our loss experience improved, we have eedowr allowance for loan losses,
as a percent of total gross loans, through therfigst recent year-ends.

Nonaccrual Loan:

The detailed composition of nonaccrual loans @3axfember 31, 2007 and 2006 were as follows:

December 31,

(Dollars in thousands) 2007 2006

Commercial $ 7,41 $10,977
Consumer and othi 222 —
Total nonaccrual loar $ 7,63¢< $10,97"

Total nonaccrual loans of $7.6 million at DecemB&r2007 primarily included nonaccrual loans o5$illion from SVB Wine
Division. If the impaired loans for 2007, 2006, 30@004 and 2003 had not been impaired, $0.7 mjl®.6 million, $0.4 million, $1.5 millio
and $1.6 million in interest income would have bestognized in 2007, 2006, 2005, 2004 and 200petively.

Goodwill

Goodwill, which arises when the purchase price edse¢he assigned value of the net assets of afredduusiness, represents the value
attributable to unidentifiable intangible elemebé&ing acquired. Goodwill at December 31, 2007 éat&i4.1 million, which resulted from the
acquisition of eProsper. Goodwill at December I&totaled $21.3 million, which resulted from deguisition of SVB Alliant and eProsper.

During the second quarter of 2007 and 2006, we wcted our annual assessment of goodwill of SVBalli We concluded at that time
that we had an impairment of goodwill based ondasted discounted net
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cash flows for that reporting unit. The impairmeggulted from changes in our outlook for SVB Alliarfuture financial performance. As
required by SFAS No. 148 00dwill and Other Intangible AssgtSFAS No. 142"), in measuring the amount of godtimpairment, we
made a hypothetical allocation of the reporting’aréstimated fair value to the tangible and iniblegassets (other than goodwill) for the
reporting unit. Based on this allocation, we codeldi that the remaining $17.2 million and $18.4 iomillof goodwill was impaired and was
required to be expensed as a noncash charge towogtoperations during the second quarters o720 2006. In July 2007, we reached a
decision to cease operations at SVB Alliant.

During the third quarter of 2006, through our sdizsly, SVB Analytics, we acquired a majority owrtépsin eProsper, an equity
ownership data management services company. Irection with this acquisition, we recognized $4.1lion in goodwill. During the third
quarter of 2007, we conducted our annual impairraeatysis of eProsper in accordance with SFAS M8, hased on forecasted discounted
net cash flow analysis. The valuation analysisRybsper indicated no impairment existed.

Accrued Interest Receivable and Other Ass
A summary of accrued interest receivable and aiksets as of December 31, 2007 and 2006 is asvfollo

Year ended December 31,

% Change
(Dollars in thousands) 2007 2006 2007/200¢
Deferred tax assets and income tax receivable $ 69,02¢ $ 67,947 1.6%
Derivative assets, gross ( 65,59¢ 44,94* 46.C
Accrued interest receivab 30,62« 30,15¢ 1.€
FHLB and FRB stocl 27,21( 27,76 (2.0)
Other real estate own 1,90¢ 5,67 (66.4)
Other asset 64,29¢ 81,78: (21.9
Total accrued interest receivable and other a $258,66: $258,26° 0.2%

(1) See"Derivatives, Ne’ section below
Deferred Tax Assets and Income Tax Receivable

Our deferred tax assets balance was $67.1 mili@eaember 31, 2007, compared to $62.8 million @eténber 31, 2006. The increas
our deferred tax assets balances was primarilyactid the goodwill impairment charge from SVB Alit in the second quarter of 2007.

We pay quarterly estimated taxes to the InternaeRee Service and the respective state and fotaeigng authorities. At December 31,
2007 and 2006, we had $1.9 million and $5.1 milli@spectively, as income taxes receivable froreetaithorities.

Federal Home Loan BanlFFHLB”) and Federal Reserve Bank (“FRB”) Stock

Our FHLB and FRB stock are restricted, as we agaired to hold shares of FHLB and FRB stock underBanks borrowing agreeme
At December 31, 2007 and 2006, we had $17.9 milioth $19.1 million, respectively, in FHLB stock de$9.3 million and $8.7 million,
respectively, in FRB stock.

Other Real Estate Owned (“OREQ”)

Our OREO balance at December 31, 2006 totaled$iilion. During the second quarter of 2007, we smld OREO property, and
recognized a $1.4 million loss on the sale, reflddh other noninterest expense. During the foguidwter of 2007, we acquired additional
OREO property and as a result, our OREOQ balanPee¢mber 31, 2007 totaled $1.9 million.
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Derivatives, Ne

Net derivative instruments are recorded as a coenoof other assets or other liabilities on thebeé sheet. The following table
provides a summary of derivative assets (liabgitimet as of December 31, 2007 and 2006:

Year ended December 31,

% Change
(Dollars in thousands) 2007 2006 2007/200¢
Assets (liabilities):
Equity warrant asse $ 31,317 $37,72¢ (17.0%
Interest rate swaf— asset: 21,49¢ —
Interest rate sway- liabilities (1,309 (1,890 (31.0
Foreign exchange forward and option contr— asset: 12,78: 7,21¢ 77.1
Foreign exchange forward and option contr~ liabilities (11,199 (7,389) 51.€
Total derivatives, ne $ 53,09¢ $35,67: 48.9%
Equity Warrant Asset

We obtain rights to purchase an equity positioa glient company’s stock in consideration for pdivg credit facilities and, less
frequently, for providing other services, in thenfoof equity warrant assets. The change in fainealf equity warrant assets is recorded as
gains on derivative instruments, net, in noninteireome, a component of consolidated net inconhe. fdllowing table provides a summary of
activities for equity warrant assets in 2007 an@&20

Year ended December 31

(Dollars in thousands) 2007 2006

Balance, beginning of peric $ 37,72« $ 27,80
New equity warrant asse 7,072 9,101
Non-cash increases in fair val 7,42¢ 14,26¢
Exercised equity warrant ass (18,264 (9,482
Terminated equity warrant ass (2,649 (3,969
Balance, end of peric $ 31,317 $ 37,72«

Interest Rate Swayj

Concurrent with the issuance of $250.0 million i senior notes and $250.0 million in 6.05% sdimatted notes in 2007, we entered
into interest rate swap agreements, whereby we gsdhfhe fixed interest rate of the notes with aalde interest rate based on LIBOR to he
against the risk of changes in fair values dueninges in interest rates. We apply the “shortcugthod for these fair value hedges. In order to
assume no ineffectiveness, we ensure that allhbecut method requirements of SFAS No. 133 fog thpe of hedge relationship are met. The
interest rate swap agreements resulted in intergminse, net of cash benefits received, of $0.lfomilor the senior notes and $0.4 million for
the subordinated notes in 2007, which were recaghiz the consolidated statements of income as@pase in interest expense. For
information on our senior and subordinated notes,ote 12 (Short-Term Borrowings and Long-Termtpebthe “Notes to the Consolidated
Financial Statements” under Part Il, Item 8 in tieigort.

On October 30, 2003, we entered into an interésts@ap agreement with a notional amount of $50lidom This agreement swaps our
7.0% fixed rate on the junior subordinated debesstdior a variable rate based on LIBOR to hedgenagéaisk of changes in fair value due to
changes in interest rates. For information on ooigr subordinated debentures, see Note 12 (Shrti Borrowings and Long-Term Debt) of
the “Notes to the Consolidated Financial Stateniemder Part Il, Item 8 in this report. In April @6, we designated this
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interest rate swap as a fair value hedge, whichagrament evaluates for effectiveness using thesstati regression analysis approach for each
reporting period. This interest rate swap agreermpentided a cash benefit of $0.2 million, $0.3 il and $1.2 million in 2007, 2006 and
2005, respectively, which was recognized in thesotidated statements of income as a reductiontémdst expense. The swap agreement
largely mirrors the terms of the junior subordirhtiebentures and therefore is callable by the eospatty anytime on or after October 30,
2008. All components of the swap’s gain or lossiackided in the assessment of hedge effectivei@smges in fair value of the fair value
hedge agreement, which is primarily dependent @mgés in market interest rates, are recognizedtimonome as gains or losses on derivative
instruments. In 2007, we recorded a non-cash dseriedair value of the fair value hedge agreenoé®0.5 million, which is reflected in gains
on derivative instruments, net. In 2006, we recdra@on-cash decrease in fair value of the famevdledge agreement of $3.6 million, which is
comprised of a decrease in fair value of $3.3 onillior the interest rate swap agreement priorstdésignation as a fair value hedge and a
$0.3 million loss for the fair value hedge agreenigmplemented in April 2006, which were reflectedgiains on derivative instruments, net.

Foreign Exchange Forward and Foreign Currency Optontracts

We enter into foreign exchange forward contractsfareign currency option contracts with clientgatved in international trade finance
activities, either as the purchaser or seller adifpn currency, depending upon the cliemtséd. We enter into an opposite way foreign excé
forward contract or foreign currency option contrath a correspondent bank to economically hetigse contracts, which mitigates the risk
of fluctuations in foreign currency exchange ratesgach of the foreign exchange forward contract®reign currency option contracts
entered into with our clients. These contractssaat term in nature, typically expiring within ogear. We also enter into foreign exchange
forward contracts with correspondent banks to egooally hedge foreign exchange risk related toaiertoreign currency denominated loans.
We have not experienced nonperformance by a cquartgrand therefore have not incurred related kdserther, we anticipate performance
by all counterparties.

At December 31, 2007, 2006 and 2005, the aggregdienal amounts of foreign exchange forward cansr¢éotaled $580.9 million,
$562.2 million and $432.7 million, respectively. @onaximum credit risk for counterparty nonperforroarfior foreign exchange forward
contracts with both clients and correspondent bank®cember 31, 2007, 2006 and 2005 amounted2@ $dillion, $7.3 million and
$5.7 million, respectively.

At December 31, 2007, 2006 and 2005, the aggregdienal amounts of foreign currency option cortsaotaled $63.9 million,
$27.6 million and $18.8 million, respectively. Quaximum credit risk to nonperformance of countefiparat December 31, 2007, 2006 and
2005 was $0.5 million, $0.1 million and $0.1 milliorespectively.

Convertible Note Hedge

On May 15, 2003, we entered into a convertible hetgge agreement (purchased call option) with ateoparty, with respect to our
common stock, to limit our exposure to potentidtibn from conversion of our $150.0 million pripal amount of zero coupon convertible
notes. (See “Short-Term Borrowings and Long-TerrbtDbelow). At issuance, under the terms of thevestible note hedge, upon the
occurrence of conversion events, we have the tggptrchase up to 4,460,610 shares of our comnuoak §tom the counterparty at a price of
$33.6277 per common share. The convertible notgdhadreement will expire on June 15, 2008. We ltle@ption to settle any amounts due
under the convertible hedge either in cash or Im@tes of our common stock. The cost of the coriMertiote hedge is included in stockholders’
equity in accordance with EITF No. 00-¥;counting for Derivative Financial Instruments éxad to, and Potentially Settled in, a Company’s
Own Stock In 2007, we exercised our right to purchase 28¥ates under the terms of the convertible notgded

Concurrent with the hedge agreement, we enteredaimtarrant agreement, which allows the counteygarpurchase up to 4,460,608
shares of our common stock at $51.34 per shara th@ooccurrence of conversion events defined abdve warrant transaction will expire
June 15, 2008. The proceeds of the warrant
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transaction were included in stockholders’ equitaccordance with the guidance in EITF 00-19. @ueonversion events in 2007, the
counterparty’s right to purchase our stock underavda has been decreased by 2,974 shares (se@® Ki&éenings Per Share) of the “Notes to
the Consolidated Financial Statements” under Paltem 8 in this report).

Deposits

Our deposits are largely obtained from clients imithur technology, life sciences, private equityd g@remium wine industry sectors and,
to a lesser extent, from individuals served by gevclient services. We do not obtain deposits fcomventional retail sources and have no
brokered deposits. The following table presentsctiraposition of our deposits as of the five moserg year-ends:

December 31,

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

Noninteres-bearing deman $3,226,85'  $3,039,52  $2,934,27. $2,649,85. $2,186,31
Negotiable order of withdrawal (NOV 35,90¢ 35,98: 39,57 32,00¢ 20,89°
Regular money marki 108,70: 157,01« 305,11. 520,36¢ 372,87
Bonus money marks¢ 832,54 511,78( 655,94( 685,71( 707,68:
Foreign swee| 72,08: — — — —
Time 335,11( 313,32 317,82 331,57 379,06¢
Total deposit: $4,611,20. $4,057,62! $4,252,731  $4,219,51.  $3,666,84.

Our deposits balance increased by $553.6 millia20@7, compared to 2006. This increase was prigndté to an increase in deposit
activities from our private equity clients as wadl an increase in activity from our new money miadieposit product for early stage clients
introduced in the second quarter of 2007 and ow Eerodollar sweep deposit product introduced anfthurth quarter of 2007. At
December 31, 2007, 30.0 percent of our total dépeasgre interest-bearing deposits, compared to [2&rdent at December 31, 2006. We
expect this percentage to increase as we contingetv our deposits.

At December 31, 2007, the aggregate amount of diep®sit accounts individually exceeding $100,0@8lénl $286.0 million, compared
to $264.8 million at December 31, 2006 and $272Ikam at December 31, 2005. At December 31, 2@GQihstantially all time deposit
accounts exceeding $100,000 were scheduled to enadthrin one year. No material portion of our defsobas been obtained from a single
depositor and the loss of any one depositor woatdmaterially affect our business. The maturityfieoof our time deposits as of
December 31, 2007 is as follows:

December 31, 200
More than six

Three months

Four to six months to More than
(Dollars in thousands) or less months twelve months twelve months Total
Time deposits, $100,000 and o $ 144,85 $ 44,437 $ 96,36¢ $ 32¢ $285,98¢
Other time deposit 34,77 6,20¢ 7,93¢ 211 49,12¢
Total time deposit $ 179,62 $ 50,64: $ 104,30! $ 54( $335,11(

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

As of December 31, 2007 and 2006, we had short-bemmowings of $90.0 million and $683.5 millionspectively. Short-term
borrowings include federal funds purchased andrgezisold under agreement to repurchase as wélH.B advances, with original
maturities of less than one year. Our short-termdyangs
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have a remaining maturity of one month or less. dé&ease in short-term borrowings of $593.5 nrillkd December 31, 2007, compared to
December 31, 2006 was primarily attributable toiiseiance of our senior and subordinated notesaiy 2007 (see Senior Notes and
Subordinated Notes section below), cash inflowmftewo new deposit products (see Deposits sectiomedbas well as year-end increases in
noninterest-bearing deposit balances. Both sham-8nd long-term funding sources were used to fwurdoan growth in 2007 and 2006.

Senior Notes and Subordinated Notes

On May 15, 2007, the Bank issued 5.70% senior ndies June 1, 2012, in an aggregate principal atmafu$250.0 million and 6.05%
subordinated notes, due June 1, 2017, in an aggregacipal amount of $250.0 million (collectivelhe “Notes”). The discount and issuance
costs related to the Notes were $0.8 million an@ $dillion, respectively, and the net proceeds ftbmoffering of the Notes were
$495.0 million. The Notes are not redeemable gdonaturity and interest is payable semi-annu&hpceeds from the issuance of these Notes
were used for repayment of certain short-term bwirrgs. Debt issuance costs of $2.0 million and $2illon related to the senior and
subordinated notes, respectively, were deferrecaamtbeing amortized to interest expense overettme 6f the Notes, using the effective yield
method. Concurrent with the issuance of the Natesentered into fixed-to-variable interest rate p\wgreements related to both the senior
notes and the subordinated notes. See Note 12t{S&on Borrowings and Long-Term Debt) of the “Noteshe Consolidated Financial
Statements” under Part Il, Item 8 in this reportftather information.

Contingently Convertible Debt

On May 20, 2003, we issued $150.0 million of zeooymon, convertible subordinated notes at face value June 15, 2008, to qualified
institutional buyers pursuant to Rule 144A under Srecurities Act of 1933, as amended, and to n&fkrsons outside the United States
pursuant to Regulation S under the Securities A&983. The proceeds from the issuance of the neées used for general corporate purpc
The notes are convertible into our common stock@inversion price of $33.6277 per share and drerdinated to all our present and future
senior debt. Holders of the notes may convert thetes only under certain conditions. See NoteStb(t-Term Borrowings and Long-Term
Debt) of the “Notes to the Consolidated Financiat@mnents” under Part Il, Item 8 in this reportfiather information. Concurrent with the
issuance of the convertible notes, we enteredartonvertible note hedge. (see Note 14 (Derivdinancial Instruments—Derivative
Financial Instruments Indexed to, and Potentia#iitl&d in, a Company’s Own Stock) of the “Noteshte Consolidated Financial Statements”
under Part Il, Item 8 in this report).

Junior Subordinated Debentur

On October 30, 2003, we issued $51.5 million ir%4 jQnior subordinated debentures. A portion ofgiheceeds were used to repay
$40.0 million of the 8.25% trust preferred secestiThe remainder of the proceeds was used forgerwporate purposes. See Note 12
(Short-Term Borrowings and Long-Term Debt) of tiNotes to the Consolidated Financial StatementséuRért I, Item 8 in this report for
further information.

Other Long-Term Debt

As of December 31, 2007 and 2006, we had otherterrg debt of $152.7 million. Long-term debt cotsisf $150.0 million of FHLB
advances and $2.7 million of debt assumed in cdiorewith the acquisition of a 65% interest in efjrer during the third quarter of 2006. The
FHLB advances were used to support our loan grawf®06 and mature in 2008 and 2009. The debt asdumconnection with eProsper
acquisition matures in 2009.

Available Lines of Cred

At December 31, 2007, we have available $1.48dilln uncommitted federal funds lines of credikafiwhich were unused. We have
repurchase agreement lines available with mulspleurities dealers, which allow us to access dkam-borrowings by using fixed income
securities as collateral. As of December 31, 20&Y,
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had not borrowed against our repurchase lines. ééepdedge securities to the Federal Home Loan Béu8an Francisco and at the discount
window at the Federal Reserve Bank. The marketevaficollateral pledged to the Federal Home LoankB# San Francisco at December 31,
2007 totaled $273.6 million, of which $33.6 millieras unused. The market value of collateral pleddete discount window of the Federal
Reserve Bank at December 31, 2007 totaled $64l®mikll of which was unused.

Other Liabilities
A summary of other liabilities as of December 3002 and 2006 is as follows:

Year ended December 31

% Change
(Dollars in thousands) 2007 2006 2007/200¢
Accrued compensatic $ 70,577 $ 50,14« 40.7%
Reserve for unfunded credit commitme 13,44¢ 14,65: (8.2
Derivative liabilities, gross (1 12,50( 9,27: 34.¢
Other liabilities 102,72t 119,22t (13.¢)
Total other liabilities $199,247  $193,29¢ 3.1%

(1) See"Derivatives, Ne” section abowv:
Accrued Compensatic

Accrued compensation primarily consists of the i Compensation Plan, Direct Drive Incentive @emsation Plan, accrued
vacation, ESOP, and the Retention Program. Theaser of $20.4 million in 2007 was primarily duet$14.6 million increase in accruals
related to our Incentive Compensation Plan, and. A illion increase related to our ESOP. Theseeimes were largely due to higher
incentive compensation costs related to our stforagncial performance.

Reserve for Unfunded Credit Commitme

We recognized a reduction in our reserve for unéahcredit commitments of $1.2 million in 2007, cargd to 2006. The reduction in
reserve reflects our historical credit quality esgece.

Minority Interest In Capital of Consolidated Affikites

Minority interest in capital of consolidated aféites totaled $240.1 million and $166.0 million &cBmber 31, 2007 and 2006,
respectively. The increase of $74.1 million wasaiily due to equity transactions, which includegital calls of $81.9 million made by our
consolidated affiliates and $25.8 million of netame from consolidated affiliates, partially offegt$36.2 million in distributions, primarily
from three of our managed funds of funds and ormuotponsored debt funds.

Capital Resources

Our management seeks to maintain adequate capgapport anticipated asset growth, operating naed<redit risks, and to ensure 1
SVB Financial and the Bank are in compliance witmegyulatory capital guidelines. Our primary saes®f new capital include retained
earnings and the issuance of common stock.

Common Stock

On July 26, 2007, our Board of Directors approvestioak repurchase program that authorizes us tthpse up to $250.0 million of our
common stock. This program expires on July 31, 20@Breplaces all share repurchase programs psdyimueffect. We may, at our
discretion, exercise this repurchase authority any
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time on or before July 31, 2008 in the open matkegugh block trades, through an accelerated stglrchase program or otherwise,
pursuant to applicable securities laws. Dependmgarket conditions, availability of funds, andethelevant factors, we may begin or
suspend repurchases at any time prior to the tatinimof the repurchase program on July 31, 2000wt any prior notice.

We repurchased 2.9 million shares of our commocksito 2007 totaling $146.8 million, compared to illion in 2006 totaling $103.8
million and 1.7 million shares in 2005 totaling $7illion. At December 31, 2007, $149.7 millionsifares remain authorized for repurchase
under our stock repurchase program.

From time to time, we may implement a non-discrediy trading plan under Rule 10b5-1 of the Se@sitind Exchange Act of 1934, as
amended, under which we will automatically repusghshares of our common stock pursuant to a predietsd formula for a specified period
of time.

Stockholder’ Equity

Stockholders’ equity totaled $676.7 million at Dexbxer 31, 2007, an increase of $48.2 million, of4,.ffom $628.5 million at
December 31, 2006. This increase was primarilyréiselt of net income, as well as share-based cosapien expense recognized under SFAS
No. 123(R), and issuance of stock options, paytiafiset by common stock repurchases. We have aidtgpcash dividend on our comm
stock since 1992 and as of December 31, 2007, there no plans for payment of dividends.

Funds generated through retained earnings arendicémnt source of capital and liquidity and argested to continue to be so in the
future. Our management engages in a regular cagétahing process in an effort to make effective afthe capital available to us. The capital
plan considers capital needs for the foreseeabledfand allocates capital to both existing andriabusiness activities. Expected future
activities for which capital may be set aside ineyotential product and business expansions aaggic or infrastructure investments.

Credit Ratings
Credit ratings for SVB Financial and the Bank aPetember 31, 2007 are as follows:

December 31, 2007

Standard & Poor's Moody's
SVB Financial:
Long-term counterpart BBB N/A
Issuer BBB A3
Outlook Stable Stable
SVB Bank:
Long-term counterpart BBB+ N/A
Issuer BBB+ A2
Long-term deposi N/A A2
Shor-term deposi N/A P-1
Financial strengtl N/A C+
Outlook Stable Stable
SVB Financial

The current BBB long-term counterparty credit rgtfrom Standard & Poor’s (“S&P”) was confirmed inliary 2008 and was upgraded
from BBB- in February 2006. The current A3 isswaimng from Moody’s
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Investor Service (“Moody’s”) was confirmed in Dedeen 2007 and was upgraded from Baal in Novembe$.200
Bank

The current BBB+ long-term counterparty creditmgtfrom S&P was confirmed in January 2008 and wagaded from BBB in
February 2006. The current A2 issuer rating fromohliids was confirmed in December 2007 and was uggtdicom A3 in November 2006.
Moody’s bank deposit ratings are opinions of thekaability to repay punctually its foreign andndestic currency deposit obligations.
Financial strength ratings represent Moody’s opireba banks intrinsic safety and soundness and, as suchyacdlertain external credit ris
and credit support elements that are addresseddogliks bank deposit ratings.

Liquidity

The objective of liquidity management is to endinat funds are available in a timely manner to noeetfinancial needs including payi
creditors, meeting depositors’ needs, accommodéatizag demand and growth, funding investments, i@asing shares and other capital
needs, without causing an undue amount of cosskand without causing a disruption to normal agieg conditions.

We regularly assess the amount and likelihood ofegted funding requirements through a review ofdes such as historical deposit
volatility and funding patterns, present and fosted market and economic conditions, individuardifunding needs, and existing and plat
business activities. Our asset/liability commitpeevides oversight to the liquidity management pescand recommends policy guidelines,
subject to the approval of the Finance CommitteeunfBoard of Directors, and courses of actionddrass our actual and projected liquidity
needs.

Historically, we have attracted a stable, low-ategposit base, which has been our primary sourtiguwflity. From time to time,
depending on market conditions, prevailing interat#s or our introduction of additional interesling deposit products, our deposit levels
and cost of deposits may fluctuate. We introducedw interest-bearing money market deposit profhratarly stage clients in the second
guarter of 2007 and a new interest-bearing Euradsliveep deposit product in late October 2007. Witicue to expand on opportunities to
increase our liquidity and take steps to carefoibnage our liquidity. We have increased our usaloér sources of liquidity available to us,
including federal funds purchased, FHLB advanagsiirchase agreements, short-term borrowing arra@ggsnand long-term indebtedness. At
December 31, 2007, our short-term borrowings tdt&@0.0 million. In May 2007, we issued $250.0 millin 5.70% senior notes, due June
2012, and $250.0 million in 6.05% subordinated sotiele in June 2017, the proceeds of which weré pismarily for repayment of shotérm
borrowings. Both debt issuances were swappedltatirfg LIBOR rate for interest rate risk managetmirposes.

Our liquidity requirements can also be met throtlghuse of our portfolio of liquid assets. Our difon of liquid assets include cash and
cash equivalents in excess of the minimum levetese&ary to carry out normal business operatioesyises purchased under resale
agreements, investment securities maturing withim®nths, investment securities eligible and aldé for financing and pledging purposes
with a maturity in excess of six months and an&itéol near-term cash-flows from investments.

Our policy guidelines provide that liquid assetagsercentage of total deposits should not fathlwe20.0%. Our ratio of liquid assets to
total deposits was 28.1% and 34.1% at Decembe2®X; and 2006, respectively, both well in excessunfminimum policy guidelines. In
addition to monitoring the level of liquid assedfative to total deposits, we also utilize otheliggomeasures in liquidity management activities
such as the percentage of liquid assets to volahdities and our loan-to-deposit ratio.

On a stand-alone basis, SVB Financial's primaryitidy channels include dividends from the Bang,iitvestment portfolio assets, and
its ability to raise debt and capital. The abitifythe Bank to pay dividends is
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subject to certain regulations described in “BussreSupervision and Regulation—Restriction on Dimik under Part |, Item 1 ithis report
Condensed Consolidated Statements of Cash Flows

Year ended December 31,

(Dollars in thousands) 2007 2006 2005
Cash and due from ban $ 325,39¢ $ 393,28 $ 286,44t
Securities purchased under agreement to resebted shor-term investment securitie 358,66 239,30: 175,65:
Cash and cash equivalel $ 684,06! $ 632,58! $ 462,09¢
Percentage of total assi 10.2% 10.4% 8.2%
Net cash provided by operating activit $ 174,88( $ 127,70¢ $ 113,62¢
Net cash used for investing activiti (515,50¢) (299,569 (567,89))
Net cash provided by financing activiti 392,10« 342,34° 289,14!
Net increase (decrease) in cash and cash equis $ 51,47¢ $170,48 $(165,12()

In analyzing our liquidity for 2007, 2006 and 200&ference is made to our consolidated statemémizsh flows for the years ended
December 31, 2007, 2006 and 2005; see “Consoliddtethcial Statements and Supplemental Data” uRderll, Item 8 in this report. The
statement of cash flows includes separate categfmieoperating, investing, and financing actigtie

2007

Cash provided by operating activities was $174.ianiin 2007, which included net income of $12&#élion. Significant adjustments
for noncash items that increased cash providedplkyading activities included $28.6 million of miitgrinterest in net income of consolidated
affiliates, $19.5 million of depreciation and anization, $17.2 million related to impairment of givall, $16.8 million related to the provision
for loan losses and $15.1 million of share-basedpensation amortization. Significant adjustmentafancash items that decreased cash
provided by operating activities included $46.7limil of net gains on investment securities, $13ilian of net changes in the fair value of
derivatives, $13.0 million of deferred income taenbfits and $7.6 million of amortization of defetngarrant-related loan fees.

Cash used for investing activities was $515.5 omillin 2007. Net cash outflow was driven primarilydnet increase in loans of
$688.9 million, purchases of available-for-saleusigies of $77.8 million, purchases of non-markétagecurities of $110.3 million and
purchases of premises and equipment of $12.9 mill®t cash inflows related primarily to proceedsf the sales, maturities and pay downs
of available-for-sale securities of $300.7 milliand non-marketable securities of $62.3 million.

Cash provided by financing activities was $392.1liom in 2007. Net cash inflow was driven primarlly increases in deposits of $553.6
million, net proceeds of $495.0 million from thsusnce of senior and subordinated notes in May ,2&pital contributions, net of
distributions, from minority interests of $45.5 huh, and proceeds from the issuance of commorksiad the employee stock purchase plan
of $31.2 million. Net cash outflows related printytb pay downs of shoterm borrowings of $593.5 million and common stoegurchases
$146.8 million.

Cash and cash equivalents at December 31, 2007$68¢1 million.
2006

Cash provided by operating activities was $127 lianiin 2006, which included net income of $89.4lion. Significant adjustments for
noncash items included $21.3 million of share-basedpensation
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amortization, $18.4 million related to impairmefigoodwill, $17.6 million of depreciation and ameation and $9.9 million related to the
provision for loan losses, partially offset by $.@nillion of net changes in the fair value of datives and $7.1 million of amortization of
deferred warrant related loan fees.

Cash used for investing activities was $299.6 onillin 2006. Net cash outflow was primarily drivgndnet increase in loans of
$646.0 million, purchases of available-fale securities of $30.1 million, purchases of mamketable securities of $99.1 million and purck:
of premises and equipment of $20.7 million. Theserelases were partially offset by proceeds frons#he, maturities and pay downs of
available-for-sale securities of $433.8 million arah-marketable securities of $56.3 million.

Cash provided by financing activities was $342.8iom in 2006. Increases in short-term borrowin§$404.1 million and an increase
from proceeds from issuance of other long-term @é€8150.0 million provided the primary sourcediofncing, which were offset by declines
in deposits of $195.1 million and common stock repases of $103.8 million.

Cash and cash equivalents at December 31, 2006%68&26 million.
2005

Cash provided by operating activities in 2005 wa$3p6 million, which included net income of $92.8lion. Significant adjustments for
noncash items included $8.2 million of depreciamia amortization, $7.9 million of share-based censation amortization and $6.8 million
in tax benefits related to stock compensation tigdhr offset by $6.1 million of amortization of terred warrant related loan fees, $4.3 million
of net gains on investment securities and $3.3anilbf net changes in fair value of derivatives.

Cash used for investing activities was $567.9 omllin 2005. Net cash outflow was primarily drivendnet increase in loans of
$549.4 million, purchases of available-for-saleusities of $448.3 million, purchases of non-markégzsecurities of $86.0 million and
purchases of premises and equipment of $18.3 millibese decreases were partially offset by prac&edh the sale, maturities and pay
downs of available-for-sale securities of $493.4iom and non-marketable securities of $29.3 miilio

Cash provided by financing activities was $289.1liom in 2005, largely driven by net increases lilog-term borrowings of $269.7
million and capital contributions from minority grest participants net of distributions of $45.4liom. Deposits and proceeds from the
issuance of common stock due to exercises of eraplejock options also contributed $33.2 million &h8.6 million, respectively. These
sources of cash were partially offset by repurch@a$eommon stock of $77.7 million in 2005.

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

Both SVB Financial and the Bank are subject totehpidequacy guidelines issued by the Federal Re®ward. Under these capital
guidelines, the minimum total risk-based capitéibrand Tier 1 risk-based capital ratio requirerseare 10.0% and 6.0%, respectively, for a
well-capitalized depository institution.

The Federal Reserve Board has also establishednommicapital leverage ratio guidelines for state tmenbanks. The ratio is determir
using Tier 1 capital divided by quarterly averaggltassets. The guidelines require a minimum @¥®bfor a well-capitalized depository
institution. For further information on risk-baseabital and leverage ratios as defined by the BédRaserve Board, see “Business—
Supervision and Regulation—Regulatory Capital” urféert |, Iltem 1 in this report.
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Both the capital ratios of SVB Financial and thenBavere in excess of federal regulatory guidelifoesa well-capitalized depository
institution as of December 31, 2007, 2006 and 28@®&. Note 21 (Regulatory Matters) of the “NotetheoConsolidated Financial Statements”
under Part Il, Item 8 in this report for furthefdmation. Capital ratios for SVB Financial are &&th below:

December 31,

2007 2006 2005
SVB Financial Group:

Total risk-based capital rati 16.02% 13.95% 14.7%%
Tier 1 risk-based capital rati 11.07 12.3¢ 12.3¢
Tier 1 leverage rati 11.99% 12.4¢% 11.64%
Bank:

Total risk-based capital rati 14.59% 12.8(% 13.22%
Tier 1 risk-based capital rati 9.41 11.7( 12.0¢
Tier 1 leverage rati 10.19% 11.8% 11.35%

The increase in the total riddased capital ratio for both SVB Financial andBlaek in 2007 was primarily due to the issuancenef$25(
million subordinated notes due in 2017 which girdiias a Tier 2 component of capital under theréddegulatory guidelines. This was
partially offset by the declining eligibility of ¥ Financials contingently convertible debt as it approachesuritgt as well as growth in peric
end assets and dffalance sheet items, particularly loans and unfdrdedit commitments at both SVB Financial andBaek. The decrease
Tier 1 risk-based capital and in the Tier 1 levereatio was due primarily to the aforementionedaghofor both SVB Financial and the Bank,
as well as share repurchases in excess of earsindslividends to the holding company in excessaofings at SVB Financial and the Bank,
respectively.

The decrease in SVB Financial’s total risk-basqatabratio in 2006 was due primarily to the detiupeligibility of the contingently
convertible note as it approached maturity. Growtperiod end risk-weighted assets and off-balasteet instruments, particularly loans and
unfunded credit commitments contributed to the idedh Tier 1 risk-based capital at both SVB Finahand the Bank while earnings and
levels of average period end assets contributéltetincrease in the Tier 1 leverage ratio at batB Sinancial and the Bank.

Off-Balance Sheet Arrangements and Aggregate Cowttal Obligations

In the normal course of business, we use finamts&tuments with off-balance sheet risk to meeffit@ncing needs of our customers.
These financial instruments include commitmentsxiend credit, commercial and standby letters edlity credit card guarantees and
commitments to invest in private equity fund inveshts. These instruments involve, to varying degrelements of credit risk. Credit risk is
defined as the possibility of sustaining a lossaise other parties to the financial instrumenttéagplerform in accordance with the terms of the
contract.

Commitments to Extend Credit

A commitment to extend credit is a formal agreenteriénd funds to a client as long as there isiotation of any condition established
in the agreement. Such commitments generally hiaed £xpiration dates, or other termination clayses usually require a fee paid by the
client upon us issuing the commitment. The follogviable summarizes information related to our commaints to extend credit at
December 31, 2007 and 2006:

December 31

(Dollars in thousands) 2007 2006

Commitments available for funding ( $ 4,938,62! $ 4,058,411
Commitments unavailable for funding ( 726,35¢ 644,26:
Fixed interest rate commitmer 498,10: 611,68:
Maximum lending limits for accounts receivable tagtg arrangements (. $ 443,83! $ 468,08(
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(1) Represents commitments which are available forigydiue to clients meeting all collateral, comptia, and financial covenar
required under loan commitment agreeme

(2) Represents commitments which are unavailable fwdliftg, due to clients not meeting all collateraimpliance, and financial covenal
required under loan commitment agreeme

(3) We extend credit under accounts receivablefag) arrangements when our clients’ sales invoamesdeemed credit worthy under
existing underwriting practice

Our potential exposure to credit loss for committega extend credit, in the event of nonperformamncéhe other party to the financial
instrument, is the contractual amount of the aéglainused loan commitment. We use the same apgibval and monitoring process in
extending credit commitments as we do in making$od he actual liquidity needs and the credit tielt we have experienced have historic
been lower than the contractual amount of commitmenextend credit because a significant portibthese commitments expire without
being drawn upon. We evaluate each potential bar@md the necessary collateral on an individusisb@he type of collateral varies, but r
include real property, intellectual property, batdposits, or business and personal assets. Thetipbteredit risk associated with these
commitments is considered in management’s evaluatithe adequacy of the liability for unfundedditeeommitments. At December 31,
2007 and 2006, our reserve for unfunded credit ciomemts totaled $13.4 million and $14.7 millionspectively.

Commercial and Standby Letters of Credits

Commercial and standby letters of credit represenditional commitments issued by us on behalf dfent to guarantee the
performance of the client to a third party whenaerspecified future events have occurred. Comrakletters of credit are issued primarily
inventory purchases by a client and are typicdilyrsterm in nature. We provide two types of stantifiters of credit: performance and
financial standby letters of credit. Performan@ndby letters of credit are issued to guarante@é®rmance of a client to a third party when
certain specified future events have occurred aagamarily used to support performance instrursenich as bid bonds, performance bonds,
lease obligations, repayment of loans, and pashdtiees. Financial standby letters of credit ameditional commitments issued by us to
guarantee the payment by a client to a third plagyeficiary) and are primarily used to support ynmpes of domestic and international
payments. These standby letters of credit havel fesiration dates and generally require a feeetpdid by the client at the time we issue the
commitment. Fees generated from these standbydetteredit are recognized in noninterest incower the commitment period using the
straight-line method.

The credit risk involved in issuing letters of citdd essentially the same as that involved witteagling credit commitments to clients,
and accordingly, we use a credit evaluation proaesdscollateral requirements similar to those fedd commitments. Our standby letters of
credit often are cash secured by our clients. Theshliquidity needs and the credit risk that veedr experienced historically have been lower
than the contractual amount of letters of crediiésl because a significant portion of these canditicommitments expire without being dre
upon.

The table below summarizes our commercial and btatedters of credit at December 31, 2007. The maxn potential amount of future
payments represents the amount that could be ezittder letters of credit if there were a totdhdé by the guaranteed parties, without
consideration of possible recoveries under recomraeisions or from the collateral held or pledged.

Expires In One Expires After Total Amount
Maximum Amount
(Dollars in thousands) Year or Less One Year Qutstanding Of Future Payments
Financial standby letters of cre $ 599,45; $  47,94¢ $ 647,40( $ 647,40(
Performance standby letters of cre 21,44 7,44 28,88¢t 28,88t
Commercial letters of crec 7,64 1,02( 8,66¢ 8,66¢
Total $ 628,53t $ 56,4L $ 684,95: $ 684,95.
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At December 31, 2007 and 2006, deferred fees retaténancial and performance standby lettersreflit were $3.8 million and
$3.9 million, respectively. At December 31, 200Gljateral in the form of cash and investment se¢i@sgiavailable to us to reimburse losses, if
any, under financial and performance standby etiécredits was $278.0 million.

Credit Card Guarantees

The Bank, as a financial provider, routinely guaeas credit cards for some of our customers that baen provided by an unaffiliated
financial institution. The Bank has recourse agatims customer for any amount it is required to fag third party in the event of default un
these arrangements. These guarantees are sublleetdame credit policies, underwriting standardsapproval process as loans made by the
Bank. All such guarantees exist for the life offeagspective credit card relationship. Certairhelse amounts are secured by certificates of
deposit and other assets, which the Bank has righitsthe event of nonperformance by customers. tokal amount of these guarantees were
$81.8 million at December 31, 2007. Historical Essinder this program have been nominal. Credit fess totaled $5.8 million, $4.6 million
and $3.7 million in 2007, 2006 and 2005, respebtive

Commitments to Invest in Private Equity Fund Invesits

We make commitments to invest in private equitydsinwhich in turn make investments generally inpsome cases make loans to,
privately held companies. Commitments to inveghase funds are generally made up to a ten-yeardofrom the inception of the fund. The
timing of future cash requirements to fund such otments is generally dependent upon the investioyie, overall market conditions, and
the nature and type of industry in which the pelatheld companies operate. The following tablaitiebur total capital commitments and our
unfunded commitments at December 31, 2007.

Our Unfunded

Our Ownership in Limited Partner (Dollars in thousands) &%rﬁﬁ?ﬁgt Commitment Our Ownership
Silicon Valley BancVentures, L $ 6,00( $ 66C 10.7%
SVB Capital Partners I, LP (: 1,20( 96( 5.1
SVB Strategic Investors Fund, | 15,30( 2,29¢ 12.€
SVB Strategic Investors Fund I, L 15,00( 7,65( 8.€
SVB Strategic Investors Fund IlI, L 15,00( 12,00( 5.¢
Partners for Growth, L 25,00( 9,75( 50.C
Partners for Growth I, LI 15,00( 9,52¢ 24.2
Gold Hill Venture Lending 03, LP (Z 20,00( 3,821 9.2
SVB India Capital Partners I, L 7,50( 6,00( 13.¢
Other Fund Investments ( 237,92¢ 171,82: —%
Total $ 357,92t $ 224,48t

(1) Includes 1.3% direct ownership in SVB CapitattRers II, LP through SVB Capital Partners I, LL&hd 3.8% indirect ownership
through our investment in SVB Strategic Investauadrl, LP.

(2) Includes 4.8% direct ownership in Gold Hill \tere Lending 03, LP and its parallel funds. In &iddi, includes 4.5% indirect ownership
interest through Gold Hill Venture Lending Partné3, LLC.

(3) Represents commitments to 324 private equity fuvitksre our ownership interest is less than
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Contractual Obligations and Commercial Commitments

As of December 31, 2007, we, or the funds in whwehhave an ownership interest and manage, hadlibe/ing unfunded contractual
obligations and commercial commitments. We do @oehany material commitments for capital expendiuas of December 31, 2007.

Payments Due By Period

After 5
(Dollars in thousands) Total Less than 1 yeal 1-3 years 4-5 years years
Contractual obligations:
Borrowings $ 96525 $ 289,26¢ $ 102,66¢ $ 259,70¢ $ 313,61
Non-cancelable operating leases, net of income frorfeasbs 53,78( 12,79: 20,197 13,00: 7,79(C
Remaining unfunded commitments to wholly owned fimastment: 171,82: 171,82 — — —
Remaining unfunded commitments to Partners for @GmplP 9,75( 9,75( — — —
Remaining unfunded commitments to Partners for Gudly LP 9,52¢ 9,52¢ — — —
Remaining unfunded commitments by Gold Hill Ventuending 03, LF 3,821 3,821 — — —
Remaining unfunded commitments to our managed funds
SVB Strategic Investors Fund, LP | 2,29¢ 2,29¢ — — —
SVB Strategic Investors Fund Il, LP ( 7,65( 7,65( — — —
SVB Strategic Investors Fund IlI, LP ( 12,00( 12,00( — — —
Silicon Valley BancVentures, LP ( 66C 66C — — —
SVB Capital Partners II, LP (: 96C 96C — — —
SVB India Capital Partners I, LP ( 6,00( 6,00( — — —
Remaining unfunded commitments to all limited partrership investees of our managed funds 1

private equity funds by:
SVB Strategic Investors Fund, LP | 7,76¢€ 7,76¢€ — — —
SVB Strategic Investors Fund II, LP ( 84,71¢ 84,71¢ — — —
SVB Strategic Investors Fund I, LP ( $ 158,65t $ 158,65¢ $ —  $ —  $ —
Amount of Commitment Expiring Per Period

After 5
(Dollars in thousands) Total Less than 1 yeal 1-3 years 4-5 years years
Other commercial commitments
Commitments to extend cres $5,664,98 $ 4,664,860 $ 82492 $ 11536 $ 59,83¢
Standby letters of crec 676,28t 620,89« 41,04¢ 7,14: 7,201
Commercial letters of crec $ 8,66t $ 7,648 $ 1,02 % — % —

(1) See Note 7 (Investment Securities) of the “Ndtethe Consolidated Financial Statements” under IR Item 8 in this report, for further
disclosure related to investment securities. Weanakestment commitments to invest in funds. Comnmaiits to invest in these funds .
generally made for a ten-year period from the itiogpof the fund. The timing of future cash requients to fund such commitments is
generally dependent upon the investment cycle averarket conditions, and the nature and typendbistry in which the privately held
companies operat
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Iltem 7A. Quantitative and Qualitative Disclosure about Market Risk
Interest Rate Risk Managemt

Market risk is defined as the risk of adverse fhations in the market value of financial instrunsetitie to changes in market interest
rates. Interest rate risk is our primary markek g@ad can result from timing and volume differenitethe repricing of our rate-sensitive assets
and liabilities and changes in the shape and lefviile yield curve. Other market risks include fgrecurrency exchange risk and equity price
risk. These risks are not considered significack fam separate quantitative information concerniragt is presented herein.

Interest rate risk is managed by the Asset/Ligbliommittee (ALCO), which is a management commitideCO reviews sensitivities of
assets and liabilities to changes in interest ratemnges in investment and funding portfoliosnlaad deposit activity and current market
conditions. Adherence to relevant policies, whioh @pproved by the Finance Committee of our Bo&irectors, is monitored on an ongoi
basis and decisions related to the managementayest rate exposure are made, as appropriate.

Management of interest rate risk is carried oungrily through strategies involving our investmseturities and funding portfolios. In
addition, our policies permit off-balance sheetidive instruments to manage interest rate risk.

We utilize a simulation model to perform sensiivdinalysis on the market value of portfolio equtyd net interest income under a
variety of interest rate scenarios, balance slwetésts and proposed strategies. The simulatia@ehpoovides a dynamic assessment of
interest rate sensitivity embedded in our balahests We also use traditional gap analysis to pleei simple indicator of interest rate risk. |
analysis provides only a static view of interes¢ Igensitivity at a point in time, while the simiida model measures the potential volatility in
forecasted results relating to changes in marletést rates over time. Management reviews ourdsteate risk position at a minimum, on a
quarterly basis.

Market Value of Portfolio Equity and Net Interestdme

One application of the aforementioned simulatiordeidnvolves measurement of the impact of markietrest rate changes on our ma
value of portfolio equity (“MVPE"). MVPE is defineds the market value of assets, less the marke¢ wdlliabilities, adjusted for any off-
balance sheet items. A second application of timellsition model measures the impact of market istaage changes on our net interest inc
(“NI'”).
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The following table presents our MVPE and NIl séugy exposure at December 31, 2007 and 2006tgdlt an instantaneous and
sustained parallel shift in market interest rates0® and 200 basis points, respectively.

Estimated Increase/ Estimated Increases
Estimated (Decrease) in MVPE Estimated (Decrease) in NI
Change in interest rates (basis points) MVPE Amount Perceni NII Amount Perceni

(Dollars in thousands)

December 31, 200°

+200 $1,151,95¢ $ 33,65 3.C% $ 461,960 $ 45,94 11.(%
+100 1,138,79! 20,48¢ 1.8 439,48¢ 23,46¢ 5.€
— 1,118,30: — — 416,02 — —
-100 1,081,46! (36,83) 3.9 393,81° (22,20¢) (5.9
-200 $1,045,29: $ (73,009 (6.59% $ 367,16 $ (48,862 (11.97%
December 31, 200!
+200 $1,054,641 % (157) —% $ 441,82: $ 35,89¢ 8.8%
+100 1,053,01 (1,780 (0.2 424,03« 18,10¢ 4.5
— 1,054,779 — — 405,92¢ — —
-100 1,040,07! (14,719 (2.4 384,08( (21,84¢) (5.9
-200 $1,001,86. $ (52,93¢) 5.0% $ 358,628 $ (47,30) (11.79%

The estimated MVPE in the preceding table is based discounted cash flow analysis using marketést rates provided by
independent broker/dealers and other publicly abél sources that we deem reliable. These estirasdsighly assumption-dependent and
will change regularly as our asset/liability sturet changes and as interest rate environmentseevbhese calculations do not reflect changes
we may make to reduce our MVPE exposure in resptinaehange in market interest rates. We expembititinue to manage our interest rate
risk utilizing on and off-balance sheet strategéesappropriate.

As with any method of measuring interest rate rigltain limitations are inherent in the methocoélysis presented in the preceding
table. We are exposed to basis risk, yield cursie and prepayment risk, which cannot be fully medeand expressed using the above
methodology. Accordingly, the results in the prengdable should not be relied upon as a precidieator of actual results in the event of
changing market interest rates. Additionally, tesulting MVPE and NIl estimates are not intendecepiyesent, and should not be construed to
represent the underlying value.

Our base case MVPE at December 31, 2007 increasedecember 31, 2006 by $63.5 million, primarilyedo growth in our loan
portfolio. MVPE sensitivity in simulated interestte movements increased due to the issuance afrsand subordinated debt in 2007. Our
expected 12-month NIl at December 31, 2007 incib&rsen December 31, 2006 by $10.1 million, dueh® $trong loan growth which
outweighed the increased interest expense asseiéte new deposit products and the debt issuakiesensitivity in simulated interest rate
movements increased in rising rates and experieméeidnal change in declining rates. Changes inipgistrategies may differ from current
model assumptions and may have an impact on oualbgensitivity.

Interest Rate Sensitivity Gap Analy

The interest rate sensitivity gap is defined agdifference between the amount of interest-earagggts and interest-bearing liabilities
that are anticipated to re-price within a spedifite period. A gap is considered positive whenaimount of interest rate sensitive assets
exceeds the amount of interest-sensitive liabditipricing within that same time period. Positive cuative gaps in early time periods sug¢
that earnings will increase when interest rates fiegative cumulative gaps suggest that earniiiggierease when interest rates fall. The gap
analysis as of December 31, 2007 indicates thatuhmulative one-year gap as a percentage of tesaltswas a positive 37.9%.
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The following table illustrates our interest ragmsitivity gap positions at December 31, 2007:

Assets and liabilities that mature or reprice

After After After After
1 Day 1 Month 3 Months 6 Months 1 Year
to to to to to
Immediately 1 Month 3 Months 6 Months 1 Year 5Years After5 Years Not Stated Total
Assets:
Cash and due from bank, securities purchased under
agreement to resell and other short-term
investment securities (; $ — $ 358,66: $ — $ — % — $ — $ — $ 32539¢ $ 684,06
Investment securitie!
U.S. Treasury securities and agencies
obligations (2 — — — 39,757 29,87: 111,58( — — 181,20¢
Collateralized mortgage obligations and
mortgag-backed securities (: — 24,04¢ 28,19 44.21¢ 264,05 468,36( 159,77¢ — 988,65
Other debt, marketable equity and non-
marketable securitie — — 5,271 2,93¢ 12,26¢ 16,98: 395,25: — 432,71!
Total investment securitie — 24,04¢ 33,47! 86,91: 306,19( 596,92: 555,03: — 1,602,57.
Loans, net of unearned income 2,970,99 170,09¢ 117,34¢ 85,48: 144,53¢ 592,90: 70,36: — 4,151,731
Allowance for loan losse — (47,29 — — — — — — (47,299
Other asset — — — — — — — 301,38: 301,38.
Total asset $ 297099 $ 50551 $ 150,81¢ $ 172,39: $ 450,72¢ $1,189,82. $ 625,39 $ 626,78. $ 6,692,45
Liabilities, Minority Interest and Stockholders’ Eq uity:
Deposits:
Noninteres-bearing deman $ — 3 — % — $ — $ — $ — $ — $ 3,226,85' $ 3,226,85
NOW and money mark — 20,77¢ 40,21( 57,097 103,51 480,63: 274,92: — 977,15:
Time — 133,20: 46,45¢ 50,64 104,30! 50t — — 335,11(
Foreign swee| — 1,51¢ 2,932 4,17: 7,58¢ 35,70: 20,17 — 72,08:
Total deposit: — 155,49! 89,59¢ 111,91: 215,40t 516,83 295,09! 3,226,85! 4,611,20:
Shor-term borrowings — 90,00( — — — — — — 90,00(
Other liabilities — 199,24: — — — — — — 199,24:
Long-term FHLB advance — — 150,00( — — — — — 150,00
5.70% Senior note — — — — — 259,70t — — 259,70t
6.05% Subordinated not — — — — — — 261,09¢ — 261,09¢
Contingently convertible del — — — 149,26 — — — — 149,26¢
7.0% Junior subordinated debentt — — — — 52,51 — — — 52,51:
Other lon¢-term debr — — — — — 2,66¢ — — 2,66¢
Minority interest in capital of consolidated aféites — — — — — — — 240,10: 240,10:
Stockholder’ equity — — — — — — — 676,65« 676,65:
Total liabilities, minority interest, and stockheld’
equity $ — $ 444,73t $ 239,59¢ $ 261,18( $ 267,910 $ 779,21 $ 556,19: $ 4,143,661 $ 6,692,45
Off-Balance Sheet Items:
Interest rate sway $ — $ (550,000 $ — % — $ 50,00 $ 250,000 $ 250,000 $ — % —
Gap 2,970,99 (489,22) (88,779 (88,78¢) 232,81. 660,61( 319,20: (3,516,83) —
Cumulative gaj $ 297099 $ 2,481,770 $2,392,99 $2,304,21 $2,537,02. $3,197,63 $ 3,516,83 $ — 3 —

(1) Includes intere-bearing deposits in other financial institutionsb@#.3 million as of December 31, 20!
(2) Principal cash flows are based on estimated prithgipyments as of December 31, 2C

(3) Maturity/repricing columns for fixed rate loans &@sed upon the amount and timing of related graigayments as of December 31, 2(
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Report of Independent Registered Public Accountingrirm

The Board of Directors and Stockholders
SVB Financial Group:

We have audited SVB Financial Group and subsidia(tbe “Company”) internal control over financiaporting as of December 31,
2007, based on criteria establishednirernal Control—Integrated Framewoitsued by the Committee of Sponsoring Organizatiribe
Treadway Commission (COSOYThe Company’s management is responsible for maimgieffective internal control over financial repog
and for its assessment of the effectiveness ofriatecontrol over financial reporting, includedtire accompanying Management’s Report on
Internal Control over Financial Reporting (Item @3¢ Our responsibility is to express an opiniontloa effectiveness of the Company’s
internal control over financial reporting basedoom audit.

We conducted our audit in accordance with the stedgdof the Public Company Accounting Oversightq&@nited States). Those
standards require that we plan and perform thet amidbtain reasonable assurance about whethetigfenternal control over financial
reporting was maintained in all material respe®tsr audit included obtaining an understanding térimal control over financial reporting,
assessing the risk that a material weakness eaististesting and evaluating the design and operaffiectiveness of internal control based on
assessed risk. Our audit also included performthgrgprocedures as we considered necessary ifrtuenstances. We believe that our audit
provides a reasonable basis for our opinion.

A company’s internal control over financial repogiis a process designed to provide reasonablezassuregarding the reliability of
financial reporting and the preparation of finahsiatements for external purposes in accordantegenerally accepted accounting princip
A company’s internal control over financial repogiincludes those policies and procedures thagi€ithin to the maintenance of records that,
in reasonable detail, accurately and fairly reftbettransactions and dispositions of the assdtseofompany; (2) provide reasonable assurance
that transactions are recorded as necessary tatgeaparation of financial statements in accor@éawith generally accepted accounting
principles, and that receipts and expendituree®tbmpany are being made only in accordance witioaizations of management and
directors of the company; and (3) provide reasanabturance regarding prevention or timely deteafainauthorized acquisition, use, or
disposition of the company'’s assets that could lzareaterial effect on the financial statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or d¢t@isstatements. Also, projections of
any evaluation of effectiveness to future periodssabject to the risk that controls may becomdenaate because of changes in condition
that the degree of compliance with the policiepraicedures may deteriorate.

In our opinion, the Company maintained, in all mialerespects, effective internal control over fical reporting as of December 31,
2007 based on criteria establishedniternal Control—Integrated Frameworksued by the Committee of Sponsoring Organizatidrike
Treadway Commission (COSO)

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@snited States), the
consolidated balance sheets of the Company asadrbleer 31, 2007 and 2006, and the related consafidgatements of income,
comprehensive income, stockholders’ equity and fas¥s for each of the years in the three-yearqgueended December 31, 2007, and our
report dated February 29, 2008 expressed an ufigdadipinion on those consolidated financial staats.

/sl KPMG LLP

San Francisco, California
February 29, 2008
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ltem 8. Consolidated Financial Statements and Supplementariata
Report of Independent Registered Public Accountingrirm

The Board of Directors and Stockholders
SVB Financial Group:

We have audited the accompanying consolidated balsimeets of SVB Financial Group and subsidiaties‘Company”) as of
December 31, 2007 and 2006, and the related coiasetl statements of income, comprehensive incaimekl®lders’ equity and cash flows
for each of the years in the three-year period émkcember 31, 2007. These consolidated finanitdiments are the responsibility of the
Company’s management. Our responsibility is to egpian opinion on these consolidated financiadistants based on our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighamliqUnited States). Those
standards require that we plan and perform thet émdbtain reasonable assurance about whethdindoecial statements are free of material
misstatement. An audit includes examining, on aHasis, evidence supporting the amounts and disis in the financial statements. An a
also includes assessing the accounting principged and significant estimates made by managenewntelhas evaluating the overall financial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the consolidated financial statetaeaferred to above present fairly, in all materégpects, the financial position of the
Company as of December 31, 2007 and 2006, anc:#u#ts of their operations and their cash flowssiaeh of the years in the three-year
period ended December 31, 2007, in conformity Wit8. generally accepted accounting principles.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@snited States), the
Company’s internal control over financial reportiag of December 31, 2007, based on criteria estagiininternal Control — Integrated
Frameworkissued by the Committee of Sponsoring Organizatidribe Treadway Commission (COSO), and our regated February 29,
2008, expressed an unqualified opinion on the #ffecess of the Company’s internal control oveafioial reporting.

As discussed in Note 2 and Note 4 to the cons@ilihancial statements, effective January 1, 268 Company adopted Statement of
Financial Accounting Standards No. 123(Bhare Based Payment

/s KPMG LLP

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

December 31

(Dollars in thousands, except par value and shareath) 2007 2006
Assets
Cash and due from ban $ 325,39¢ $ 393,28
Securities purchased under agreement to reselbtied shor-term investment securitie 358,66« 239,30:
Investment securitie 1,602,57. 1,692,34.
Loans, net of unearned incor 4,151,73! 3,482,40.
Allowance for loan losse (47,297 (42,747
Net loans 4,104,43 3,439,65!
Premises and equipment, net of accumulated defietend amortizatio 38,62¢ 37,30¢
Goodwill 4,092 21,29¢
Accrued interest receivable and other as 258,66: 258,26'
Total asset $6,692,45! $6,081,45.
Liabilities, Minority Interest and Stockholders’ Equity
Liabilities:
Deposits:
Noninteres-bearing deman $3,226,85! $3,039,52
Negotiable order of withdrawal (NOV 35,90¢ 35,98:
Money marke 941,24 668,79:
Time 335,11( 313,32(
Foreign swee| 72,08: —
Total deposit: 4,611,20: 4,057,62!
Shor-term borrowings 90,00( 683,53
Other liabilities 199,24: 193,29¢
Long-term debt 875,25¢ 352,46!
Total liabilities 5,775,70! 5,286,92.
Commitments and contingenci
Minority interest in capital of consolidated affites 240,10: 166,01!
Stockholder equity:
Preferred stock, $0.001 par value, 20,000,000 sherthorized; no shares issued and outstar — —
Common stock, $0.001 par value, 150,000,000 slzardrized; 32,670,557 and 34,401,230 shares
outstanding, respective 33 34
Additional paic-in capital — 4,87:
Retained earning 682,91: 641,52¢
Accumulated other comprehensive I (6,290 (17,92)
Total stockholder equity 676,65¢ 628,51+
Total liabilities, minority interest and stockhotd’ equity $6,692,45! $6,081,45.

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

Year ended December 31

(Dollars in thousands, except per share amounts) 2007 2006 2005
Interest income
Loans $ 361,900 $ 299,00: $ 219,28:
Investment securitie!
Taxable 61,30¢ 74,52¢ 83,95(
Non-taxable 2,36¢ 3,02¢ 3,69¢
Federal funds sold, securities purchased undeeawet to resell and other st-term investment securiti¢ 17,81¢ 11,08¢ 9,531
Total interest incom 443,38t 387,63¢ 316,45¢
Interest expenst
Deposits 13,28¢ 8,90¢ 10,93:
Borrowings 49,16¢ 26,277 6,23:
Total interest expens 62,45 35,18 17,16¢
Net interest incom 380,93: 352,45 299,29:
Provision for loan losse 16,83¢ 9,877 237
Net interest income after provision for loan los 364,09’ 342 ,58( 299,05t
Noninterest income
Client investment fee 51,79 44,34t 33,25¢
Gains on investment securities, 46,72« 2,551 4,307
Foreign exchange fer 25,75( 21,04¢ 17,90¢
Gains on derivative instruments, | 23,93¢ 17,94¢ 6,75(
Deposit service chargt 15,55¢ 10,15¢ 9,80¢
Corporate finance fee 14,19¢ 11,64¢ 22,06:
Letter of credit and standby letter of credit ina 11,11 9,94: 10,007
Other 32,318 23,56¢ 13,40:
Total noninterest incom 221,38« 141,20¢ 117,49!
Noninterest expens
Compensation and benef 213,89: 188,58t 163,59(
Professional service 32,90¢ 40,79: 28,72¢
Net occupanc' 20,82¢ 17,36¢ 16,21(
Premises and equipme 19,75¢ 15,31: 12,82«
Impairment of goodwil 17,20 18,43« —
Business development and tra 12,26: 12,76( 10,647
Correspondent bank fe 5,71 5,647 5,53(
Telephone 5,40¢ 4,081 3,702
Data processing servic 3,841 4,23¢ 4,10¢
(Reduction of) provision for unfunded credit comméints (1,207) (2,467) 927
Other 15,86¢ 17,74« 13,59¢
Total noninterest expen 346,46¢ 322,50 259,86(
Income before minority interest in net income ofisolidated affiliates and income tax expe 239,01 161,28 156,69:
Minority interest in net income of consolidatedil&tes (28,59¢) (6,30€) (3,396
Income before income tax exper 210,41¢ 154,97! 153,29!
Income tax expens 86,77¢ 65,78 60,75¢
Net income before cumulative effect of change icoanting principle 123,63t 89,19: 92,537
Cumulative effect of change in accounting principlet of tax (1. — 192 —
Net income $ 123,63t $ 89,38 $ 92,537
Earnings per common sh—basic, before cumulative effect of change in actiagrprinciple $ 364 $ 257 % 2.64
Earnings per common sh—diluted, before cumulative effect of change in ag#eg principle $ 337 $ 237 $ 2.4C
Earnings per common sh—basic $ 364 $ 25¢ % 2.64
Earnings per common sh—diluted $ 337 $ 23t $ 2.4C

(1) Represents the cumulative effect of changeawanting principle, net of taxes, on previouslgagnized share-based compensation for the effemi@ting Statement of Financial

Accounting Standards No. 123 (R), SI-Based Paymer
See accompanying notes to the consolidated finbstaitements.
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SVB FINANCIAL GROUP AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Year ended December 31

(Dollars in thousands) 2007 2006 2005
Net income $123,63! $ 89,38t $ 92,537
Other comprehensive income (loss), net of
Cumulative translation gains (losse
Foreign currency translation gains (loss 324 462 (16%)
Related tax effec (229 (297) 70
Change in unrealized gains (losses) on avai-for-sale investment securitie
Unrealized holding gains (losse 19,32: 7,02¢ (35,27()
Related tax effec (8,287 (2,33)) 14,23¢
Reclassification adjustment for gains (losses)udet in net incom 67¢ (3,067) (2,13%)
Related tax effec (280) 1,26¢€ 88€
Other comprehensive gains (losses), net o 11,63: 3,17: (22,38))
Comprehensive incorr $135,26¢ $ 92,55¢ $ 70,15¢

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

Accumulated

common Stock Additional Comgrtgr?(rensiw
Paid-in Retained Unearned

(Dollars in thousands) Shares Amount Capital Earnings Compensatior Income Total
Year ended December 31, 20C 35,970,09 $ 36 $4522¢ $499,91: $ (4519 $ 1,287 $ 541,94t
Common stock issued under employee bel

plans, net of restricted stock cancellati 883,38! 1 25,85: — (7,226) — 18,62¢
Income tax benefit from stock options exercise

and vesting of restricted sto — — 9,811 — — — 9,811
Net income — — — 92,531 — — 92,531
Amortization of unearned compensat — — — — 5,94¢ — 5,94¢
Net change in unrealized gains (losses

availablefor-sale investment securiti — — — — — (22,287 (22,289
Translation adjustmen — — — — — (98) (99)
Common stock repurchas (1,688,800 20 (72,92¢ (4,73%) — — (77,669
Other-net — — 477 — — — 477
Year ended December 31, 20C 35,16468 $ 35 $ 843¢ $587,710 $ (5799 $ (21,099 $569,30:
Common stock issued under employee benefi

plans, net of restricted stock cancellati 1,380,96! 1 33,87: — — — 33,87:
Income tax benefit from stock options exercised

and vesting of restricted sto — — 15,12% — — — 15,123
Net income — — — 89,38t — — 89,38t
Amortization of unearned compensat — — (5,792 — 5,792 —
Net change in unrealized gains (losses

availablefor-sale investment securiti — — — — — 2,90z 2,90z
Translation adjustmen — — — — — 271 271
Common stock repurchas (2,144,41) (2) (69,646 (34,11) — — (203,759
Stock-based compensation expense under SFAS

123(R) — — 21,34( — — — 21,34(
Other-net — — 1,53¢ (1,459 — — 75
Year ended December 31, 20C 34,401,23 $ 34 $ 4,87 $641,52¢ $ — $ (17,92) $628,51-
Common stock issued under employee bel

plans, net of restricted stock cancellati 1,184,37. 1 31,21 — — — 31,21:
Income tax benefit from stock options exercised

and vesting of restricted sto — — 12,25 — — — 12,25!
Net income — — — 123,63t — — 123,63
Net change in unrealized gains (losses

availablefor-sale investment securiti — — — — — 11,43¢ 11,43¢
Translation adjustmen — — — — — 19t 19t
Common stock repurchas (2,915,04) (2) (64,30 (82,450 — — (146,759
Stock-based compensation expense under SF

123(R) — — 15,47¢ — — — 15,47¢
Other-net — — 491 19t — — 68€
Year ended December 31, 20C 32,67055 $ 33 % — $682,91. $ — 3 (6,290 $ 676,65

88

See accompanying notes to the consolidated finbstaitements.



Table of Contents

SVB FINANCIAL GROUP AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

Year ended December 31,

(Dollars in thousands) 2007 2006 2005
Cash flows from operating activities:
Net income $ 123,63t $ 89,38t $ 92,537
Adjustments to reconcile net income to net caskigeal by operating activitie:
Impairment of goodwil 17,20« 18,43« —
Provision for loan losse 16,83¢ 9,871 237
(Reduction of) provision for unfunded credit comméints (1,207%) (2,462) 927
Changes in fair values of derivatives, (13,807 (10,457 (3,339
Gains on investment securities, (46,724 (2,557) (4,307%)
Depreciation and amortizatic 19,45( 17,56¢ 8,23¢
Minority interest in net income of consolidatedilétes 28,59¢ 6,30¢ 3,39¢
Tax benefit of original issue discot 3,39¢ 3,19¢ 3,031
Tax benefit (provision) of she-based compensation and ot 1,672 (109) 6,78(
Amortization of shar-based compensatic 15,13 21,34( 7,87%
Amortization of deferred warre-related loan fee (7,55%) (7,109 (6,127)
Deferred income tax bene (12,979 (5,23€) (990)
Loss on sale of and valuation adjustments to atedrestate owned propel 1,52¢ — —
Changes in other assets and liabilit
Accrued interest receivah 42C (1,736 (9,697)
Accounts receivabl (210) 21¢ 7,60¢
Income tax receivable, n 3,901 (5,540 1,99:¢
Accrued retention, incentive plans and other corspgon benefits payab 18,17( (1,826 1,63¢
Foreign exchange spot contract as 10,66 — —
Other, ne (3,252) (1,595) 3,82:
Net cash provided by operating activities 174,88 127,70¢ 113,62¢
Cash flows from investing activities:
Purchases of availal-for-sale securitie (77,762 (30,10 (448,357)
Proceeds from sales of availe-for-sale securitie 10,28( 119,20( 11,86(
Proceeds from maturities and pay downs of avai-for-sale securitie 290,41: 314,64 481,57
Purchases of nonmarketable securities (cost anityegathod accounting (28,43)) (40,309 (14,500
Proceeds from sales of nonmarketable securitiest sal equity method accountir 17,39« 20,07¢ 5,76¢
Proceeds from nonmarketable securities (cost anidyemethod accounting 11,94t 23,39¢ 13,83
Purchases of nonmarketable securities (investnagntdlue accounting (81,857) (58,75¢) (71,467)
Proceeds from sales of nonmarketable securitiegegiment fair value accountin 32,97: 12,83( 9,67¢
Net increase in loar (688,919 (646,009 (549,379
Proceeds from recoveries of char-off loans 7,08¢ 10,15( 11,35:
Proceeds from sale of other real estate ov 4,61¢ — —
Payment for acquisition of intangibles, net of cashuirec (395) (3,999 —
Purchases of premises and equipn (12,857) (20,69)) (18,25¢%)
Net cash used for investing activities (515,50¢) (299,569 (567,89:)
Cash flows from financing activities:
Net increase (decrease) in depa 553,57¢ (195,109 33,21¢
Proceeds from the issuance of senior and subosedimattes, ne 495,03( — —
Proceeds from issuance of other |-term deb — 150,00( —
(Decrease) increase in st-term borrowings (593,53) 404,06: 269,65!
Decrease in lor-term debt (200) (104) (64)
Capital contributions from minority interest paipiants, net of distribution 45,49 41,34 45,37¢
Tax benefit of sha-based compensatic 7,18¢ 12,03« —
Proceeds from issuance of common si 31,21 33,87 18,62¢
Repurchases of common stc (146,75 (103,759 (77,669)
Net cash provided by financing activities 392,10- 342,34" 289,14!
Net increase (decrease) in cash and cash equis 51,47¢ 170,48" (165,12()
Cash and cash equivalents at beginning of 632,58! 462,09¢ 627,21t
Cash and cash equivalents at end of $ 684,06. $ 632,58! $ 462,09t
Supplemental disclosures
Cash paid during the period fc
Interest paic $ 61,56¢ $ 32,55¢ $ 17,03¢
Income taxes pai $ 83,66¢ $ 61,33( $ 49,98¢
Noncash items during the peric
Additions to other real estate own $ 2,37 $ — $ 6,25¢
Expense associated to loans issued under the Eegpldgme Ownership Progre $ 52¢ $ 392 $ A77
Unrealized gains (losses) on avail-for-sale securitie $ 11,03¢ $ 4,697 $ (21,039
Net change in fair value of interest rate sw $ 20,95: $ $1,89( $ —

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

1. Nature of Business
Nature of Busines:

SVB Financial Group (“SVB Financial” or the “Par&nis a diversified financial services companyyeas| as a bank holding company
and financial holding company. SVB Financial wasoirporated in the state of Delaware in March 1998ough our various subsidiaries and
divisions, we offer a variety of banking and fined@roducts and services to support our clientsubhout their life cycles. In this Annual
Report on Form 10-K, when we refer to “SVB FinahGaoup,” the “Company,” “we,” “our,” “us” or useimilar words, we mean SVB
Financial Group and all of its subsidiaries collegly, including Silicon Valley Bank (the “Bank”)When we refer to “SVB Financial” or the
“Parent” we are referring only to the parent compaVB Financial Group.

We offer commercial banking products and servibesugh our principal subsidiary, the Bank, whicla i€alifornia-chartered bank
founded in 1983 and a member of the Federal ReSyrstem. Through its subsidiaries, the Bank aléerebrokerage, investment advisory
asset management services. We also offer non-b@fikiancial products and services, such as fundsagement, private equity investment
and equity valuation services, through our othésgliaries and divisions.

We primarily focus on serving corporate clientshia following niches: technology, life sciencesyate equity and premium wine. Our
corporate clients range in size and stage of ntgtdrom “emerging growth” companies to more “matuor “later-stage” companies. Our
emerging growth clients tend to be privately heid &unded by venture capital, may have generalliefeemployees, be primarily engaged in
research and development, market relatively fevdpects or services and/or have little or no reveQue. more mature or later-stage companies
tend to be more established and may be publictiettaAdditionally, we focus on cultivating strorgjationships with firms within the venture
capital and private equity community worldwide, marf which are also our clients and may investun corporate clients.

We are headquartered in Santa Clara, Californidoperate through 27 offices in the United Statesfave internationally in China,
India, Israel and the United Kingdom.

For reporting purposes, SVB Financial Group has émerating segments in which we report our finahiciformation in this report:
Commercial Banking, SVB Capital, SVB Alliant, andh®r Business Services. Financial information asiiits of operations for our operating
segments are set forth in Note 23 (Segment Regdiitirthis report and in “Management’s Discussiod &nalysis of Financial Condition and
Results of Operations — Operating Segment Resuiftgér Part II, Item 7 of this report.

Our Commercial Banking segment is comprised ofcttramercial banking and financial products and ses/of the Bank and its
subsidiaries, through which we offer lending, dépa@ash management, global trade, brokerage aresiment advisory products and services
to our commercial clients, including private eqdityns. Our SVB Capital segment consists of ouvaié equity division which focuses
primarily on funds management. Funds managed arssped by SVB Capital invest in portfolio comparéesi other funds. Our SVB Alliant
segment is comprised of our investment bankingsdivi We reached a decision in July 2007 to cepeeations at SVB Alliant. We elected to
have SVB Alliant complete a limited number of clidéransactions before finalizing its shadwwn. Accordingly, we have classified the resuft
operations of SVB Alliant as continuing operati@mshe accompanying Consolidated Statement of Irctomthe year ended December 31,
2007 and also continued to report financial infaiiorarelating to SVB Alliant as a separate ope@segment for 2007. As of the date of this
report, all such client transactions have been ¢eteg. Other
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS—(Con tinued)

than the completion of wind-down activities, we egpto cease operations by the end of the firsttguaf 2008. Finally, our Other Business
Services segment is comprised of all other busesgssich as SVB Private Client Services (privatking), SVB Global (global banking and
related products), SVB Analytics (equity valuatemd management) and SVB Wine Division (commeraalking for premium wine industry
clients).

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

The preparation of consolidated financial stateméntonformity with generally accepted accountimigciples in the United States of
America (“GAAP”) requires management to make esti®and assumptions that affect the reported ammaif@ssets and liabilities, the
disclosure of contingent assets and liabilitiehatdate of the financial statements, and the ted@mounts of revenues and expenses during
the reporting period. Actual results could diffesrh those estimates. Estimates may change as fiemnition is obtained. Significant items
that are subject to such estimates include theatialu of non-marketable securities, the adequadhegllowance for loan losses, valuation of
equity warrant assets, valuation of goodwill, teagnition and measurement of income tax assetfatbilities, and the adequacy of the
reserve for unfunded credit commitments.

Principles of Consolidation and Presentatic

Our consolidated financial statements include temants of SVB Financial Group and our majority-@drsubsidiaries and variable
interest entities (“VIEs”for which we are the primary beneficiary. All siioant intercompany accounts and transactions baea eliminatec

We are variable interest holders in certain pasimes for which we are the primary beneficiary areed by Financial Accounting
Standards Board (“FASB”) Interpretation (“FIN") N46 (revised 2003);onsolidation of Variable Interest Entiti€$-IN 46R”). The followinc
provides a summary of the VIEs in which we havégaificant variable interest, and discusses th@aeting changes that resulted from the
adoption of FIN 46R.

We have a significant variable limited partnershigrest in the Gold Hill Venture Lending Partn88 LLC (“GHLLC"), which is the
general partner of Gold Hill Venture Lending 03, laPventure debt fund, and certain affiliated fu(ttie “Gold Hill Funds”). GHLLC was
formed in 2000 and was consolidated as a whollyemhsubsidiary until it admitted additional membierghe third quarter of 2004, which
caused GHLLC to meet the FIN 46R definition of &Y$ince we have disproportionately few voting tiggand substantially all of GHLLC's
activities involve or are conducted on our belBécause we are the primary beneficiary of thegntie continued to consolidate GHLLC,
subsequent to the admission of additional memiasra, VIE under FIN 46R which requires us to elirériatercompany balances and to
attribute transactions to the primary beneficianyd not to noncontrolling interests) in the cordgatiéd financial statements. Creditors of the
entity do not have recourse against us, and oursexp to loss as a result of involvement with GHLAtMecember 31, 2007 was limited to
$17.1 million of net equity investment in the eptiind $2.1 million of commitments for future inv@snts. The Gold Hill Funds do not meet
the FIN 46R definition of a VIE.

SVB Financial owns 100% of the common stock of S¥&pital Il, an entity formed in October 2003 tauisgrust preferred securities.
SVB Financial has provided a full and unconditiopadrantee of the trust preferred securities an S%pital Il has no operating history or
independent operations and is not engaged in aesl mlat propose to engage in any other activity. 8éBital || meets the FIN 46R definition
of a VIE, but we are not the primary beneficianthiis entity because, as a result of our investrheintg funded by SVB
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Capital I, the investment is not considered tabsgsk. As such, SVB Capital Il was not consolathinto our financial statements at
December 31, 2007 or December 31, 2006. The jwubordinated debentures held by SVB Financial &&#llion and $51.4 million at
December 31, 2007 and 2006, respectively) are declun our long-term debt. (See Note 12 (Short-TBorrowings and Long-Term Debt)).
We are not exposed to loss related to SVB Capitdhle Federal Reserve Board announced in July #tdt3qualifying trust preferred
securities will continue to be treated as Tier fited until notice is given to the contrary.

Cash and Cash Equivalents

Cash and cash equivalents consist of cash on bashl,balances due from banks, interest-earningsitepfederal funds sold, securities
purchased under agreement to resell and other-t&rartinvestment securities. For the consolidatatements of cash flows, we consider cash
equivalents to be investments that are readily edible to known amounts of cash, so near to tmeiturity that they present an insignificant
risk of change in fair value due to changes in reaitkterest rates, and purchased in conjunctioh air cash management activities.

Investment Securitie
Marketable Securitie

Our marketable securities consist of availablesfale debt and equity securities that we carryiavédue. Unrealized gains and losses on
available-for-sale securities, net of applicablet are reported in accumulated other comprehemsbome, which is a separate component of
stockholders’ equity, until realized.

We consider a number of factors in determining ethan-temporary impairment. An indicator of impaént for both marketable equity
and debt securities is a non-recoverable declimedrket price below the amount recorded for the¢stment. We also consider the following
factors:

Our investment horizor

The length of time and the extent to which marletg has been less than ct

The reasons for the decline in market price, whretidustry-wide or issue-specific;

Changes in the regulatory, economic or technoldgicaironment of the issu’s industry;

Changes in the general market condition of eithergeographic area or the is<'s industry;

The issu€’s financial condition, capital strength and i1-term prospects, as well as its ability to make nfigture payments; an
Any changes in credit ratings and any potentidbast

Market valuations represent the current fair vaifia security at a specified point in time and dbnrepresent the risk of repayment of the
principal due to our ability to hold the securityrhaturity. Gains and losses on securities are @aljzed upon the sale of the security prior to
maturity. A credit downgrade represents an incredeeel of risk of other-than-temporary impairmesntd will only be recognized if we assess
the downgrade to challenge the issuer’s abilityetrvice the debt and to repay the principal atreatial maturity.

In accordance with Statement of Financial Accountitandards (“SFAS”) No. 9RAccounting for Nonrefundable Fees and Costs
Associated with Originating or Acquiring Loans aimitial Direct Costs of Lease(*SFAS No. 91"), we use actual principal prepayment
experience to calculate the constant effectivedyfirdlcessary to apply the interest method in thetiwaton of purchase discounts or premiums
on mortgage-backed securities. Estimates of futtireipal prepayments, provided by third-party nedrllata vendors, are
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used in addition to actual principal prepaymentegignce to calculate the constant effective yiedassary to apply the interest method in the
amortization of purchase discounts or premiumsadlateralized mortgage obligations.

Amortization of premiums and accretion of discowntsall other debt securities are included in ie$éincome over the contractual terms
of the underlying investment securities using thaight-line method, which does not vary materiéitym the effective interest method.

Nor-Marketable Securities

Non-marketable securities include private equity sei@srithat are not publicly traded and securitiegued for various purposes, suct
to meet regulatory requirements (for example, Fadeeserve Bank and Federal Home Loan Bank st@uk) accounting for investments in
non-marketable securities depends on several factaiding the level of ownership/control and thedlegtructure of its subsidiary making
investment. As further described below, we baseasuounting for such securities on: (i) investrmemnhpany fair value accounting, (ii) equity
method accounting, or (iii) cost method accounting.

Investment Company Fair Value

Our non-marketable securities recorded pursuainvestment company fair value accounting consistwfinvestments in the following
funds:

* Funds of funds, SVB Strategic Investors Fund, LVB Strategic Investors Fund Il, LP, and SVB Stratdgvestors Fund lll, LP,
which make investments in private equity fun

» Cc-investment funds, Silicon Valley BancVentures, BRB Capital Partners II, LP, and SVB India CapRaltners I, LP, whic
make equity investments in privately held compgraesl

» A special situation debt fund, Partners for Grovd, which provides financing to companies in tbmf of structured loans a
equity investments

A summary of our ownership interests in the invesita held under investment company fair value atttogiis presented in the
following table:

Company
Company Ownership in Limited Partnership Ownership
SVB Strategic Investors Fund, LP | 12.€%
SVB Strategic Investors Fund II, LP ( 8.€
SVB Strategic Investors Fund IlI, LP ( 5.¢
Silicon Valley BancVentures, LP (. 10.7
SVB Capital Partners I, LP (: 5.1
SVB India Capital Partners I, LP ( 13.¢
Partners for Growth, LP (¢ 50.(%

Note—Entity’s results of operations and financial cdiwdi are included in the consolidated financiatesteents of SVB Financial Group net of

minority interest.

(1) The general partner of SVB Strategic Inveskarad, LP (“SIF 1), SVB Strategic Investors, LLG, dwned and controlled by SVB
Financial and has an ownership interest of 12.6%lkl. The general partner of SVB Strategic Ineestund Il, LP (“SIF 1I”), SVB
Strategic Investors Il, LLC, is owned and contrdlley SVB Financial and has an ownership intere® &% in SIF Il. The general partr
of SVB Strategic Investors Fund IIl, LP (“SIF II|"pVB Strategic Investors Ill, LLC, is owned andtolled by SVB Financial and has
an ownership interest of 5.9% in SIF Ill. The liedtpartners of these funds do not h

93



Table of Contents

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

substantive participating or ki-out rights. Therefore, SIF |, Il, and Il are colidated and any gains or losses resulting from gkarin
the estimated fair value of the investments arerded as investment gains or losses in our coregelidnet income

(2) The general partner of Silicon Valley BancVess) LP (“SVBV”), Silicon Valley BancVentures, Inés owned and controlled by SVB
Financial and has an ownership interest of 10.7%MBYV. The general partner of SVB Capital PartigrsP (“SCPII"), SVB Capital Il,
LLC, is owned and controlled by SVB Financial aras lan ownership interest of 0.2% in SCPII. As of@weber 31, 2007, SVB Strate
Investors Fund II, LP has a 43.7% ownership in S34pital Partners Il, LP. The general partner of Swéia Capital Partners I, LP
(“SICP"), SVB India Management |, LLC, is owned and contmbliey SVB Financial and has an ownership interedt308% in SICP. Tt
limited partners of these funds do not have sulisgparticipating or kickeut rights. Therefore, SVBV, SCPIl and SICP aresudidatec
and any gains or losses resulting from changdseirestimated fair value of the investments arerdszbas investment gains or losses in
our consolidated net incom

(3) The general partner of Partners for Growth, R&tners for Growth, LLC, is not owned or contdlby SVB Financial. The limited
partners of this fund have substantive kick-outtsgoy which the general partner may be removelowitcause by simple majority vote
of the limited partners. SVB Financial has an owh@r interest of slightly more than 50.0% in Partrfer Growth, LP. Accordingly, the
fund is consolidated and any gains or losses ieguttom changes in the estimated fair value ofitivestments are recorded as
investment gains or losses in our consolidatednoeime.

Under investment company accounting, investmemsairied at estimated fair value based on findirdiermation obtained as the
general partner of the fund or obtained from thed&l respective general partner. For direct privat@pany investments, valuations are based
upon consideration of a range of factors includimg, not limited to, the price at which the investrhiwas acquired, the term and nature of the
investment, local market conditions, values for pamable securities, current and projected opergtamfprmance, exit strategies and financing
transactions subsequent to the acquisition ofrthestment. For our fund investments, we utilizerttast recent available financial information
available from the investee general partner, fangple September 30th, for our December 31st cateteli financial statements, adjusted for
any contributions paid or distributions receiveohfrthe investment during the fourth quarter. Gainwsses resulting from changes in the
estimated fair value of the investments and frostriiutions received are recorded as investmemisgai losses in our consolidated net incc
The portion of any investment gains or losseskattable to the limited partners is reflected asarity interest in net income (loss) of
consolidated affiliates and adjusts SVB Financias income to reflect its percentage ownership.

Equity Method

Our equity method nomarketable securities consist of two sponsored fielots and several qualified affordable housingcteedit funds
Our equity method non-marketable securities aratedlaccounting policies are described as follows:

* In accordance with the provisions of AccountinghBiples Board Opinion No. 1&he Equity Method of Accounting for Investm:
in Common Stockequity securities, such as preferred or commaocksih privately-held companies in which we holdaamership
interest of at least 20% but less than 50% votmegrest or in which we have the ability to exerdggificant influence over the
investee’ operating and financial policies, are accountedufater the equity metho

* In accordance with the provisions of Emerging IsBask Force (“EITF”) Topic D-46Accounting for Limited Partnership
Investment(“EITF Topic D-46"),investments in limited partnerships in which we awore than 5%, but less than 50% or in wi
we have the ability to exercise significant inflaerover the partnershipsperating and financial policies are accountedufing the
equity method
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Our sponsored debt funds are in Gold Hill Ventueading 03, LP and Partners for Growth Il, LP, botkvhich provide financing to
privately-held companies in the form of loans agdity investments. SVB Financial has direct andraat interests totaling 9.3% in Gold Hill
Venture Lending 03, LP. SVB Financial Group hasraat interest totaling 24.2% in Partners for Growt LP. Our total interests in Gold Hill
Venture Lending 03, LP and Partners for Growth.R,exceed the 3% to 5% ownership interest thresbstiablished by EITF Topic D-46 for
cost method accounting. Accordingly, these limpadtnership investments are accounted for undezdbéy method. We recognize our
proportionate share of the results of operationtigfequity method investee in our results of afiens, based on the most current financial
information available from the investee.

We invest in several qualified affordable housimgjgcts, which provide us benefits in the formaf tredits. Under EITF 94-1,
Accounting for Tax Benefits Resulting From Investién Affordable Housing Projec, we account for such investments under the equity
method in accordance with the provisions of the Acam Institute of Certified Public Accountants (@PA”) Statement of Position (“SOP”)
78-9,Accounting for Investments in Real Estate Ventures

We review our investments accounted for under thety method at least quarterly for possible othean temporary impairment. Our
review typically includes an analysis of facts airdumstances for each investment, the expectatibtie investment’s future cash flows and
capital needs, variability of its business anddbmpany’s exit strategy. We reduce our investmahteswhen we consider declines in value to
be other than temporary. We recognize the estimatsdas a loss on investment securities, a conmpaf@oninterest income.

Cost Method

Our cost method non-marketable securities ande@latcounting policies are described as follows:

» In accordance with the provisions of AccountinghBiples Board Opinion No. 18he Equity Method of Accounting for Investmi
in Common Stockequity securities, such as preferred or commaocksn privately-held companies in which we holdawnership
interest of less than 20% and in which we do neththe ability to exercise significant influencesothe investees’ operating and
financial policies, are accounted for under the aosthod.

* In accordance with the provisions of EITF Topi-46, investments in limited partnerships in whichlveéd an ownership interest
less than 5% and in which we do not have the gltdiexercise significant influence over the parshgs’ operating and financial
policies, are accounted for under the cost methibdse no-marketable securities include investments in pe\egjuity funds

As stated above, we record these investments aindsecognize as income, distributions or retuecgived from net accumulated
earnings of the investee since the date of acoquisiOur share of net accumulated earnings ofritiestee after the date of investment are
recognized in consolidated net income only to tkterg distributed by the investee. Distributiongeturns received in excess of accumulated
earnings are considered a return of investmentamdecorded as reductions in the cost basis dhttestment.

We review our investments accounted for under tst method at least quarterly for possible othanttemporary impairment. Our
review typically includes an analysis of facts airdumstances of each investment, the expectatibtie investment’s future cash flows and
capital needs, variability of its business anddbmpany’s exit strategy. We reduce the investmeahteswhen we consider declines in value to
be other than temporary. We recognize the estimatsdas a loss on investment securities, a conmpafi@oninterest income.

95



Table of Contents

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

Gains or losses on cost method investment secutita result from a portfolio company being acediby a publicly traded company
marked to market when the acquisition occurs. Biselting gains or losses are recognized into calegeld net income on that date in
accordance with EITF No. 91-Blonmonetary Exchange of Cost-Method Investmdrtsther fluctuations in the market value of thegaity
securities, which are classified as available-file securities, are excluded from consolidatednosime and are reported in accumulated other
comprehensive income, net of applicable taxesngpoment of stockholders’ equity. Upon the saleneke equity securities to a third party,
gains and losses, which are measured from the sitiqnivalue, are recognized in our consolidatedmmome.

Loans

Loans are reported at the principal amount outé#tanadet of unearned loan fees. Unearned loanrgflest residual unamortized defer
loan origination and commitment fees net of redidu@mortized deferred loan origination costs.dditon to cash loan fees, we often obtain
equity warrant assets to purchase a position lreatcompany’s stock in consideration for proviglieredit facilities. The grant date fair values
of these equity warrant assets are deemed to hddea and are required to be deferred as unearcedhe and recognized as an adjustment of
loan yield through loan interest income as presdiby SFAS No. 91. The net amount of unearnedfieasis amortized into loan interest
income over the contractual terms of the underlforagns and commitments using the constant effegimle method, adjusted for actual loan
prepayment experience, or the straight-line methedpplicable.

Allowance for Loan Losse

The allowance for loan losses is established tHraugrovision for loan losses charged to expengeaeide for credit risk. Our
allowance for loan losses is established for es@chban losses that are probable but not yetzesdliThe process of estimating loan losses is
imprecise. The evaluation process we use to esithatrequired allowance for loan losses is desdriielow.

We maintain a systematic process for the evaluationdividual loans and pools of loans for inhdrdask of loan losses. On a quarterly
basis, each loan in our portfolio is assigned ditresk rating and client niche. Credit risk-raggare assigned on a scale of 1 to 10, with 1
representing loans with a low risk of nonpaymeng@esenting loans with the highest risk of nompawt, and 10 representing loans which
have been charged-off. This credit risk-rating eabn process includes, but is not limited to,sideration of such factors as payment status,
the financial condition of the borrower, borrowenpliance with loan covenants, underlying collatgedues, potential loan concentrations,
and general economic conditions. Our policies negqaicommittee of senior management to reviewgastiquarterly, credit relationships that
exceed specific dollar values. Our review procesduates the appropriateness of the credit riskgaind allocation of the allowance for loan
losses, as well as other account management fascfidne allowance for loan losses is based onnaufiar allocation for similarly risk-rated
loans by client industry sector and individually fimpaired loans as determined by SFAS No. Bbtounting by Creditors for Impairment o
Loan(“SFAS No. 114"), and SFAS No. Bccounting for Contingenci€sSFAS No. 57).

Our evaluation process is designed to determinadleeuacy of the allowance for loan losses. Wesagbe risk of losses inherent in the
loan portfolio by utilizing modeling techniques.rRbis purpose we have developed a statistical inmmked on historical loan loss migration to
estimate an appropriate allowance for outstandiag balances. In addition, we apply a macro aliondb the results of the aforementioned
model to ascertain the total allowance for loaséss While this evaluation process uses histogicdlother objective information, the
classification of loans and the establishment efdtlowance for loan losses rely, to a great extamthe judgment and experience of our
management.
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Uncollectible Loans and Write-offs

Loans are considered for full or partial chargesaffthe event that principal or interest is ov@d Hays past due, the loan lacks sufficient
collateral and it is not in the process of collestiWe also consider writing off loans in the eveh&ny of the following circumstances: 1) the
impaired loan balances are not covered by the \@ltige source of repayment; 2) the loan has beemtified for charge-off by regulatory
authorities; and 3) any overdrafts greater thad®0s.

Other Real Estate Owned

Loans secured by real estate are transferred ter ®bal Estate Owned (“OREQO”) at the time of fooedre. OREOQ is carried on our
balance sheet at the lower of the recorded investinghe loan or the fair value of the propertyefdosed upon less estimated costs of disf
Upon transfer of a loan to OREO, an appraisal taiobd and any excess of the loan balance ovdaihealue of the property less estimated
costs of disposal is charged against the allow&rdean losses. Revenues and expenses associdle@REO, and subsequent adjustments to
the fair value of the property and to the estimatests of disposal, are realized and reportedcasrponent of noninterest expense when
incurred. OREO of $1.9 million and $5.7 million@¢cember 31, 2007 and 2006, respectively, is iraud other assets.

Reserve for Unfunded Credit Commitmer

We record a liability for probable and estimablssles associated with our unfunded credit commitioeiniy funded and subsequently
being charged off. Each quarter, every unfundeghtiiredit commitment is allocated to a credit-iaing category in accordance with each
client’s credit risk rating. We use the historitzdn loss factors described under our allowancéofm losses to calculate the possible loan loss
experience if unfunded credit commitments are fdn&eparately, we use historical trends to calewdgbrobability of an unfunded credit
commitment being funded. We apply the loan fungingpbability factor to risk-factor adjusted unfunderedit commitments by credit risk-
rating to derive the reserve for unfunded credihoatments. The reserve for unfunded credit committs@lso includes certain macro
allocations as deemed appropriate by our manageWenteflect the reserve for unfunded credit commeitts in other liabilities.

Nonaccrual Loans

SFAS No. 114 and SFAS No. 118;counting by Creditors for Impairment of a Loartéme Recognition and Disclosuras-amendmel
of FASB Statement No. 11dequire us to measure the impairment of a loaedapon the present value of expected future ftash
discounted at the loan’s effective interest raxeeet that as a practical expedient, we may measyairment based on the loan’s observable
market price or the fair value of the collaterahié loan is collateral dependent. A loan is cosr®d impaired when, based upon currently
known information, it is deemed probable that wé laé unable to collect all amounts due accordmthe contractual terms of the agreement.

Loans are placed on nonaccrual status when theynte80 days past due as to principal or interegnpats (unless the principal and
interest are well secured and in the process d¢éatain); or when we have determined, based upomitly known information, that the timely
collection of principal or interest is doubtful; when the loans otherwise become impaired undeprinésions of SFAS No. 114.

When a loan is placed on nonaccrual status, theieddnterest is reversed against interest incamdetfze loan is accounted for on the
cash or cost recovery method thereafter until égiag for return to accrual status.
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Generally, a loan will be returned to accrual statthen all delinquent principal and interest becaomeent in accordance with the terms of the
loan agreement and full collection of the principatl interest appears probable.

If it is determined that the value of an impairedr is less than recorded investment in the loangfprevious charge-offs and payments
collected, we recognize impairment through thevedlioce for loan losses as determined by a SFAS Nbahalysis.

Standby Letters of Cred

In accordance with the provisions of FASB Interptietn No. 45Guarantor’s Accounting and Disclosure RequiremédotsGuarantees,
Including Indirect Guarantees of Indebtedness dfe@d(“FIN 45”), we recognize a liability at the incepti of a standby letter of credit
equivalent to the premium of the fee received tamhsguarantee. The liability recognized at the jtice of the guarantee is equivalent to the
premium or fee received or receivable. Among thpes$yof guarantee contracts to which the provisdidN 45 apply are financial standby
letters of credit and performance standby lettéisedit.

Premises and Equipmer

Premises and equipment are reported at cost leasnatated depreciation and amortization. Depremiagind amortization are computed
using the straight-line method over the estimatful lives of the assets or the terms of the edléases, whichever is shorter. The maximum
estimated useful lives by asset classificationearéollows:

Leasehold improvemen Lesser of lease term or asset
Furniture and equipmel 3 years

Computer softwar 3-5 years

Computer hardwar 3 years

We capitalize the costs of computer software deyaloor obtained for internal use in accordance thighprovisions of SOP 98-1,
Accounting for Costs of Computer Software Develape@btained for Internal Us(*SOP 98-1"). Capitalized computer software costssist
of developed software, purchased software liceasdscertain implementation costs.

For property and equipment that is retired or ottiee disposed of, the cost and related accumutigpdeciation are removed from the
accounts and the resulting gain or loss is includetbninterest expense in consolidated net incafeehad no capitalized lease obligations at
December 31, 2007 and 2006.

Lease Obligation:

We lease all of our properties. It is our policyetaluate and record leases in accordance witprthasions of SFAS No. 1#ccounting
for Leases(“SFAS No. 13") and Financial Accounting StandaBisard Technical Bulletin No. 88-1ssues Related to Accounting for Leases,
(“FTB No. 88-1").

At the inception of the lease, each property idieatad under SFAS No. 13 to determine whetherghed will be accounted for as an
operating or capital lease. We do not have anytaldpases. For leases that contain rent escasatilandlord incentives, we record the total
rent payable during the lease term, as determibeden using the straight-line method over the tefrthe lease and record the difference
between the minimum rents paid and the straiglet+ént as lease obligations in accordance with RoB88-1.
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Goodwill

Goodwill, which arises when the purchase price edsghe assigned value of the net assets of afradduusiness, represents the value
attributable to unidentifiable intangible elemebé&ing acquired.

On an annual basis or as circumstances dictatenanagement reviews goodwill and evaluates everdgher developments that may
indicate impairment in the carrying amount. The &nment tests for goodwill are performed at theoréipg unit level and require us to perfc
a two-step impairment test. First, we compare gregate fair value of our reporting unit to itsrgang amount, including goodwill. If the fair
value exceeds the carrying amount, no impairmeist®xf the carrying amount of the reporting wteeds the fair value, then we perform
second step of the impairment test in order tordete the implied fair value of the reporting usijoodwill. We estimate the reporting unit’s
implied fair value by using a discounted cash flpproach. These estimates involve many assumptimisding expected results of
operations and assumed discount rates. These dis@ias are based on standard industry practikmg into account the expected equity risk
premium, the size of the business and the prolabilithe reporting unit achieving its financiarézasts. If the carrying amount of the
reporting unit’'s goodwill exceeds the implied faalue, then goodwill impairment is recognized bytiwg goodwill down to the implied fair
value.

Events that may indicate goodwill impairment in@uwgnificant or adverse changes in results ofatpmrs of the business, economic or
political climate, an adverse action or assessimgmat regulator, unanticipated competition, and aeslikely-than-not expectation that a
reporting unit will be sold or disposed of.

Fee-based Services Revenue Recognition
Corporate Finance Fee Income

Contingent fees earned for mergers and acquisiidmisory services are recognized, in accordantietive United States Securities and
Exchange Commission’s Staff Accounting Bulletin AB’) No. 104, Revenue RecognitidhSAB No. 104”), when we have fully completed
our contractual and regulatory obligations reldatedur client service engagements.

We recognize initial non-refundable retainer feesrahe term of the contract if a term is specifiettherwise, the fee is recognized at the
same time as the related contingent advisory fieehen either we or our client terminates the caettr

Letter of Credit and Standby Letters of Credit Fesome

Fees generated from letters of credit and stanelibgrs of credit are deferred as a component @frdidbilities and recognized in
noninterest income over the commitment period ufiegstraight-line method, based on the likelihtwat the commitment being drawn down
will be remote.

Client Investment Fees

Client investment fees earned (excluding Rule 2(fges) as well as related expenses from custagaresdctions on investment produ
are recorded on a settlement-date basis, whicbtimaterially different than trade-date basis. Riléb)-1 fees are earned and recognized over
the period client funds are invested. Transactibaak fees are earned and recognized on fixed memeh equity securities when the
transaction is executed on the clients’ behalf.
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Foreign Exchange Fet

Foreign exchange fees represent the income ditfatdretween purchases and sales of foreign cuyrendehalf of our clients.
Other Fee Income

Credit card fees and deposit service charge femmiecare recognized as earned on a monthly basis.
Other Service Revenue

Other service revenue primarily includes revenoenfwaluation services and equity ownership dataagement services. We recognize
other service revenues in accordance with SAB 0d.. We recognize revenue when (i) persuasive evidehaa arrangement exists, (ii) we
have performed the service, provided we have nergtimaining obligations to the customer, (iii) fhe is fixed or determinable and,

(iv) collectibility is probable.

Fund Management Fe:

Fund management fees are comprised of fees chdngmadly to our managed funds of funds and co-ibmest funds. Fund management
fees are based upon the contractual terms ofritieei partnership agreements and are recognizedrasd over the specified contract period,
which is generally equal to the life of the indival fund. Annual management fees earned from owaged funds generally range from 0.8%
to 2.5% of committed capital during the fund invesht period.

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

Income Taxes

Income taxes are accounted for under the assdiadnility method. Deferred tax assets and liakghtiare recognized for the future tax
consequences attributable to differences betweefirtancial statement carrying amounts of existingets and liabilities and their respective
tax bases and operating loss and tax credit camgfols. Our federal, state and foreign income taxigions are based upon taxes payable for
the current year as well as current year changdsferred taxes related to temporary differencéwdxen the tax basis and financial statement
balances of assets and liabilities. Deferred tartasand liabilities are included in the consokddinancial statements at currently enacted
income tax rates applicable to the period in whiehdeferred tax assets and liabilities are expdctée realized. As changes in tax laws or
rates are enacted, deferred tax assets and iebiite adjusted through the provision for incoaxes. We file a consolidated federal income
tax return, and consolidated, combined, or sepatate income tax returns as appropriate. Ourdargicorporated subsidiaries file tax returns
in the applicable foreign jurisdictions.

Share-Based Compensation

Prior to January 1, 2006, we accounted for empleyeek-based compensation using the intrinsic valathod supplemented by pro
forma disclosures in accordance with Accountingi@&ples Board Opinion No. 2B\ccounting for Stock Issued to Employ€@$B No. 25”)
and SFAS No. 123ccounting for Stock-Based
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Compensation as amended by SFAS No. 14&counting for Stock-Based Compensation—Trans#ahDisclosures Under the intrinsic
value method, stock options granted with exerciggep equal to the grant date fair value of ouclstzave no intrinsic value and therefore no
expense was actually recorded for these optionsruBB No. 25. For pro forma disclosure only, weaswered the fair value of our stock
options using the Black-Scholes option-pricing madel expensed the value over the correspondinicsegperiod using the straight-line
amortization approach. Equity-based awards for Wwhiock-based compensation expense was actuatiydest were generally grants of
restricted stock awards and restricted stock wvliish were measured at fair value on the date afitgpased on the number of shares granted
and the quoted price of our common stock. Suchevalas then recognized as an expense over the ponaiag service period using an
accelerated amortization approach in accordandeMASSB Interpretation No. 2&ccounting for Stock Appreciation Rights and Ottiariable
Stock Option or Award Plans

Effective January 1, 2006, we adopted SFAS No.(t28sed 2004)Share-Based PaymefiEFAS No. 123(R)”), using the modified
prospective transition method. Accordingly, prieripds have not been restated to reflect the impa8EAS No. 123(R). Under SFAS No. 123
(R), stock-based awards that were granted pridatmary 1, 2006 are being expensed over the ramygiairtion of their vesting period under
the same amortization method and, for stock optiosing the same fair value measurements which usd in calculating pro forma stock-
based compensation expense under SFAS No. 123r 3fde&S No. 123(R), the fair value of stock opti@me being measured using the Black-
Scholes option-pricing model while the fair valee festricted stock awards and restricted stoctsware based on the quoted price of our
common stock on the date of grant. For all stockeldaawards granted on or after January 1, 2006-f@sed compensation expense is being
amortized on a straight-line basis over the retpigérvice period. SFAS No. 123(R) requires thatdiferred stock-based compensation on the
consolidated balance sheet on the date of adobéoretted against additional paid-in capital.

Earnings Per Share

We calculate earnings per common share in accoedaith the provisions of SFAS No. 12Barnings Per Sharé'SFAS No. 128”).
SFAS No. 128 requires the presentation of basitiegs per share and diluted earnings per shareofopanies with potential common shares,
such as warrants and stock options. Accordinglgido@arnings (loss) per common share is computiegd tise weighted-average number of
common stock shares outstanding during the pebddted earnings (loss) per common share is contbusing the weighted-average number
of common stock shares and potential common shartssanding during the period. Potential commoneshaonsist of contingently
convertible debt (using the “treasury stock” mefhatbck options and warrants. Common stock eqgentathares are excluded from the
computation if the effect is antidilutive. The dilte effect of our contingently convertible debinsluded in earnings per share in accordance
with the provisions of EITF 04-8he Effect of Contingently Convertible InstrumemDiluted Earnings Per Sha(éEITF 04-8").

Derivative Financial Instruments

We account for derivative instruments in accordamitk the provisions of SFAS No. 138¢counting for Derivative Instruments and
Hedging Activitiesas amended (“SFAS No. 1333FAS No. 133 establishes accounting and reportargdards for derivative instruments, ¢
requires that all derivative instruments be recdrde the balance sheet at fair value. SFAS Nomil@8amended by SFAS No. 138;counting
for Certain Derivative Instruments and Hedging Aitiés (“SFAS No. 138”) and SFAS No. 148mendment of Statement 133 on Derivative
Instruments and Hedging Activiti(“SFAS No. 149”). SFAS No. 138 and SFAS No. 149 adezl and provided clarification on the accounting
for derivative instruments, including certain dative instruments embedded in other contracts andddging activities under SFAS No. 133.
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The accounting for changes in fair value of a dsiiie depends on whether the derivative instrurizedésignated and qualifies as part of
a hedging relationship and, if so, the nature efftedging activity.

We define other derivatives as derivatives thahoioqualify for hedge accounting treatment as @efihy SFAS No. 133, or derivatives
that have not been designated in a hedging rektipnChanges in the fair value of other derivatitreat do not qualify for hedge treatment or
are not designated in a hedging relationship aregrized through earnings.

Fair Value Hedge:

For derivative instruments that are designatedcuadify as a fair value hedge, the gain or losshenhedging instrument should offset
loss or gain on the hedged item attributable tdiged risk. Any difference that does arise wandldhe result of hedge ineffectiveness, wi
is recognized through earnings. If the derivativ&rument meets the qualification for the shorttceditment, as defined by SFAS No. 133, the
period end gross positive fair value is recordedtiver assets or gross negative fair values isdecdoin other liabilities and an offsetting
amount is recorded to the asset or liability béirdged (see Note 14 (Derivative Financial Instrusién

Equity Warrant Asset

Equity warrant assets for shares of private andipabmpanies are recorded at fair value on thatgilate and adjusted to fair value on a
quarterly basis through consolidated net incomer&¢eived equity warrant assets from our clientscaspensation for services provided. We
hold these assets for prospective investment gdilesdo not use them to hedge any economic riskslmeve use other derivative instruments
to hedge economic risks stemming from equity wdrassets.

We account for equity warrant assets with netesgitint terms in certain private and public cliemhpanies as derivatives. In general,
equity warrant assets entitle us to buy a spegifibber of shares of stock at a specific price withspecific time period. Certain equity war
assets contain contingent provisions, which adhesunderlying number of shares or purchase ppoa the occurrence of certain future
events. Our warrant agreements contain net shttensent provisions, which permit us to receivexrcise a share count equal to the intri
value of the warrant divided by the share pricbdowise known as a “cashless” exercise). Becausesaw@et settle our warrant agreements,
our equity warrant assets qualify as derivativériments in accordance with the provisions of SFRS 133.

Under the accounting treatment required by SFAS188, equity warrant assets in private and puldioganies, which include net share
settlement provisions held by SVB Financial Groang recorded at fair value and are classified asatee assets, a component of other as
on SVB Financial Group’s balance sheet at the timeg are obtained.

The grant date fair values of equity warrant assetsived in connection with the issuance of aitfadility are deemed to be loan fees
and recognized as an adjustment of loan yield tyffitdoan interest income, as prescribed by SFASIMoSimilar to other loan fees, the yield
adjustment related to grant date fair value of aats is recognized over the life of that crediilfgc

Any changes in fair value from the grant date Yaiue of equity warrant assets will be recognizethareases or decreases to other a
on our balance sheet and as net gains or lossgsrivative investments, in noninterest income, mponent of consolidated net income. When
a portfolio company completes an initial
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public offering (“IPO”) on a publicly reported makor is acquired, we may exercise these equityambassets for shares or cash.

In the event of an exercise for shares, the basialae in the equity securities is reclassifiaghirother assets to investment securities on
the balance sheet on the latter of the exerciseatatorporate action date. The equity securitieckssified as available-for-sale securities
under SFAS No. 11%ccounting for Certain Investments in Debt and Bg8iecuritieg“SFAS No. 115”). In accordance with the provisiads
SFAS No. 115, changes in fair value of securitiesighated as available-for-sale, after applicated, are reported in accumulated other
comprehensive income, which is a separate compafatbckholders’ equity.

The fair value of the equity warrant assets padfid reviewed quarterly. We value our equity watrassets using a modified Black-
Scholes option pricing model, which incorporatesfiillowing material assumptions:

» Underlying asset value was estimated based omiraftion available, including any information regagisubsequent rounds of
funding.

» Volatility, or the amount of uncertainty or riskalt the size of the changes in the warrant pri@es based on guideline public
traded companies within indices similar in naturéhe underlying client companies issuing the watrra total of six such indices
were used. The volatility assumption was basedemtedian volatility for an individual public compawithin an index for the
past 16 quarters, from which an average volatilias derived. The weighted average quarterly meddatility assumption used f
the warrant valuation at December 31, 2007 was¥89compared to 42.1% at December 31, 2

» Actual data on cancellations and exercises of arramts was utilized as the basis for determiniregeixpected remaining life of t
warrants in each financial reporting period. Watsanay be exercised in the event of acquisitioresgers or IPOs, and cancelled
due to events such as bankruptcies, restructugtigitées or additional financings. These eventgseathe expected remaining life
assumption to be shorter than the contractual tértime warrants. This assumption reduced the redorélue of the warrant
portfolio by $11.8 million at December 31, 2007mgmared to a reduction of $12.4 million at Decentigr2006.

» The risl-free interest rates were derived from the U.S. Jueayield curve. The ri-free interest rate was calculated based
weighted average of the risk-free interest ratas ¢brrespond closest to the expected remainiagfithe warrant. The risk-free
interest rate used for the warrant valuation atdbamer 31, 2007 was 3.2%, compared to 4.8% at Deze®ih 2006

» Other adjustments, including a marketability distowere estimated based on manage’s judgment about the general indus
environment combined with specific information abthe issuing company, when availat

Foreign Exchange Forwards and Foreign Currency OptContracts

We enter into foreign exchange forward contractsfareign currency option contracts with clientgatved in international trade finance
activities, either as the purchaser or seller ofif; currency, depending upon the clients’ need.algo enter into an opposite-way foreign
exchange forward contract or foreign currency aptiontract with a correspondent bank to econonyi¢edtige these contracts, which mitig:
the risk of fluctuations in foreign currency excharrates, for each of the foreign exchange corsti@ctoreign currency option contracts
entered into with our clients. However, settlemenggdit, and operational risks remain. We alsoreinte foreign exchange forward contracts
with correspondent banks to economically hedgedarexchange exposure risk related to certain doreurrency denominated loans. These
contracts are not designated as
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hedging instruments and are recorded at fair vialwair consolidated balance sheets. Changes ifathealue of these contracts are recognized
immediately in consolidated net income under gédimsses) on derivative instruments, net, a compooenoninterest income. Period end g1
positive fair values are recorded in other assedsgaoss negative fair values are recorded in dihileitities.

Derivative Financial Instruments Indexed to, anddially Settled in, a Compa’s Own Stock

We account for non-hedging contracts that are iade®, and potentially settled in, a company’s @tatk in accordance with the
provisions of EITF 00-19ccounting for Derivative Financial Instruments éxad to, and Potentially Settled in, a Company’si®3tock
(“EITF 00-19"). EITF 00-19 provides for specifietitment of derivative financial instruments indek@dand potentially settled in, a
company’s own stock, depending on the settlemettade The settlement methods are:

* Physical settlement—the party designated in théraohas the buyer delivers the full stated amafdicash to the seller, and the
seller delivers the full stated number of sharehéobuyer

» Net-share settleme—the party with a loss delivers to the party withain, shares with a current fair value equal toghi@.

* Nei-cash settlement—the party with a loss delivetthéoparty with a gain, a cash payment equal t@#ie, and no shares are
exchanged

EITF 00-19 specifies how a derivative financialtiosgment indexed to, and potentially settled inpepany’s own stock should be
recorded as one of permanent equity, temporarntyeaqur asset or a liability depending on the settiet method. EITF 00-19 also includes
provisions governing whether a derivative embedd#ala financial instrument indexed to, and pothtisettled in, a company’s own stock
may be exempt from the provisions of SFAS No. M88.account for a convertible note hedge entereddabhcurrent with the issuance of our
contingently convertible notes in stockholders’iggin accordance with the guidance in EITF 00-19.

Reclassifications
Certain prior period amounts have been reclassifienform to the current period presentation.
Recent Accounting Pronouncemen

The FASB issued SFAS No. 157air Value Measuremen{sSFAS No. 157”) in September 2006 and SFAS No. ‘158e Fair Value
Option for Financial Assets and Financial Liabis, Including an amendment of FASB Statement Nid. € $FAS No. 159”) in February
2007. SFAS No. 157 defines fair value, establightramework for measuring fair value in accordawit GAAP, and expands disclosures
about fair value measurements. Fair value is ddfimeler SFAS No. 157 as the exchange price thaldWmmireceived for an asset or paid to
transfer a liability (an exit price) in the prinaipor most advantageous market for the assetlilitjgin an orderly transaction between market
participants on the measurement date. SFAS Noallé®s an entity the irrevocable option to eledt f@lue for the initial and subsequent
measurement for certain eligible financial assatslabilities on a contract-by-contract basis. SH40. 157 and SFAS No. 159 are effective
for fiscal years beginning after November 15, 2007.

SFAS No. 157 requires two distinct transition agttes. For certain types of financial instrumeintduding: (i) positions in active
markets previously measured using blockage fatpfinancial instruments initially measured aethtransaction price in accordance with the
guidance in EITF Issue No. 0243sues
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Involved in Accounting for Derivative Contracts Hébr Trading Purposes and Contracts Involved ireEy Trading and Risk Managem:
Activities; and (iii) hybrid instruments initially measurettheir transaction price under the guidance in S’. 155Accounting for Certain
Hybrid Financial Instrument, SFAS No. 157 requires a limited form of retrodpectransition. All other changes from the applica of SFAS
No. 157 will be applied prospectively beginningdary 1, 2008. We had no cumula-effect adjustment to the beginning balance ofineth
earnings as of January 1, 2008 as a result ofdbptimn of SFAS No. 157. Additionally, we do nopext any material changes in fair value
assets and liabilities and related valuation mathagles resulting from the adoption of SFAS No. 157

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

In May 2007, the Accounting Standards Executive @ittee of the AICPA issued SOP 07dlarification of the Scope of the Audit and
Accounting Guid¢éinvestment Companies’ and Accounting by Parent games and Equity Method Investors for Investmenbsvestment
Companieg“SOP 07-1"). This new standard provides guidarmedetermining whether an entity is an “investmegrpany,” as defined, and
whether the specialized industry accounting prilesiffor investment companies should be retaingddrconsolidated financial statements of
the parent or of an equity method investor. Asindlly issued, SOP 07-1 was effective for the yaeginning January 1, 2008; however, on
February 6, 2008, the FASB decided to indefinitidyer the effective date. We are currently monitgprany changes to the existing guidance.

In December 2007, the FASB issued SFAS No. 14lgeeM2007)Business Combinatiorf$§SFAS No. 141R"). SFAS No. 141R
establishes principles and requirements for howauirer recognizes and measures in its finantasments the identifiable assets acquired,
the liabilities assumed, any noncontrolling intéiaghe acquiree and the goodwill acquired. SFAS M1R also establishes disclosure
requirements to enable the evaluation of the natndefinancial effects of the business combinat®FAS No. 141R is effective for fiscal yei
beginning after December 15, 2008. We are curragbessing the impact of SFAS No. 141R on our diolased financial position and results
of operations.

In December 2007, the FASB issued SFAS No. Nefhcontrolling Interests in Consolidated Financ&thtements—an amendment of
Accounting Research Bulletin No. (“SFAS No. 160”).SFAS No. 160 establishes accounting and reportargdards for ownership interest:
subsidiaries held by parties other than the patkatamount of consolidated net income attributédliie parent and to the noncontrolling
interest, changes in a parent’s ownership inteagst, the valuation of retained noncontrolling eginvestments when a subsidiary is
deconsolidated. SFAS No. 160 also establishesodigi requirements that clearly identify and deatish between the interests of the parent
and the interests of the noncontrolling owners. SB¥o. 160 is effective for fiscal years beginnifigaDecember 15, 2008. We are currently
assessing the impact of SFAS No. 160 on our catest@ld financial position and results of operations.

105



Table of Contents
SVB FINANCIAL GROUP AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS—(Con tinued)
3. Earnings Per Share “EPS")
The following is a reconciliation of basic EPS tuted EPS:

Year ended December 31

(Dollars and shares in thousands, except per shasgnounts) 2007 2006 2005
Numerator:
Net income $123,63t $ 89,38 $ 92,53
Denominator
Weighted average common shares outstal-basic 33,95( 34,68: 35,11t
Weighted average effect of dilutive securiti
Stock options 1,26¢ 1,49] 2,101
Restricted stock awards and ur 44 11€ —
Convertible debt (Note 1“Shor-Term Borrowings and Lor-Term Deb”) 1,47¢ 1,321 1,27:
Denominator for diluted calculatic 36,73¢ 37,61¢ 38,48¢
Net income per shar
Basic $ 364 $ 258 $ 2.64
Diluted $ 337 $ 23 $ 24

Stock options with exercise prices greater tharatregage market price of the common stock wereueed from the diluted EPS
calculation as their inclusion would have been-diititive. Warrants outstanding under the warrgreament entered into concurrent with the
issuance of our contingently convertible notes vexeduded from the diluted calculation for 200708@&nd 2005, as their exercise price was
higher than the average market price of the comstock and hence their inclusion would have beendintive. The following table
summarizes the potential common shares excluded thhe diluted calculation:

Year ended December 31

(Shares in thousands) 2007 2006 2005

Stock options 72¢ 884 11C
Restricted stock awards and ur — 24 24
Warrants (Note 1“Derivative Financial Instrumer”) 4,45 4,45k 4,45¢
Ending balanci 5,18: 5,36. 4,59.

In September 2004, the EITF reached final conseos&TF 048. Under this standard, contingently convertiblbtdgnould be treated
convertible debt and included in the calculationliiited EPS. The assumed proceeds under the tyestack method were calculated by
subtracting the aggregate weighted average comvepsice from the average market price of the shegkated to the contingently convertible
debt. We included the dilutive effect of the $15@illion zero-coupon, convertible subordinated sdteour diluted EPS calculation using the
treasury stock method, in accordance with the gions of EITF No. 90-19Convertible Bonds With Issuer Option to Settle asiCUpon
Conversion“EITF 90-19”") and SFAS No. 128 .

4. Share-Based Compensatior
Impact of Adopting SFAS No. 123

In 2007 and 2006, we recorded share-based compemsapense of $14.9 million and $21.3 million,pestively, resulting in the
recognition of $3.0 million and $4.6 million, regpieely in related tax benefits. In
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2005, we recognized $7.1 million of stock-based pensation expense under the intrinsic value metfidd®B No. 25, resulting in the
recognition of $2.8 million in related tax benefitéo compensation cost was capitalized in 2007620@ 2005, as such amount was
inconsequential.

SFAS No. 123(R) requires forfeitures to be estimatethe time of grant and revised, if necessargubsequent periods if actual
forfeitures differ from initial estimates. Shareskd compensation expense was recorded net of éstiffearfeitures for 2007 and 2006, such
that expense was recorded only for those sharadlzagards that are expected to vest. PreviouslyruB8 No. 25, to the extent awards were
forfeited prior to vesting, the corresponding poesly recognized expense was reversed in the pefifmifeiture. Upon adoption of SFAS
No. 123(R) as of January 1, 2006, we recorded autative adjustment of $0.2 million to account fbetexpected forfeitures of restricted st
awards and restricted stock units granted pridatwiary 1, 2006, for which we previously recorded¢pense.

Pro forma Information for Periods Prior to the Adam of SFAS No. 123(F

The pro forma table below reflects what our nebime and basic and diluted earnings per share i5 2@0ld have been if we had
applied the fair value recognition provisions reqdiunder SFAS No. 123, as amended by SFAS No.Aet®unting for Stock-Based
Compensation—Transition and Disclosuré&eviously reported amounts have not been restate

(Dollars in thousands, except per share amounts) 2005

Net income, as reporte $ 92,531
Add: Stocl-based compensation expense, net of tax reporteet imcome 4,29¢
Less: Total stoc-based employee compensation expense determined fairdealue based method, net of | (21,439
Net income, pro form $ 75,40:

Earnings per common sh-basic:

As reportec $ 2.64

Pro forma $ 2.1t
Earnings per common sh-diluted:

As reportec $ 2.4C

Pro forma $ 2.0cC

Equity Incentive Plan

On May 11, 2006, stockholders approved the 2006téncentive Plan (the “2006 Incentive Plan”). Qarevious 1997 Equity Incentive
Plan expired in December 2006. The 2006 Incentlaa Provides for the grant of various types of mbee awards, of which the following
have been granted: (i) stock options; (ii) restdcstock; (iii) restricted stock units; and (ivhet stock awards. We also issued performance
units in May 2006 under the 1997 Equity IncentiVaenP

Subiject to the provisions of Section 14 of the 2b@@ntive Plan, the maximum aggregate number afeshthat may be awarded and
is 3,000,000 shares plus 1,488,361 shares compasir{i) any shares that have been reserved bussweed under our 1997 Equity Incentive
Plan as of May 11, 2006; and (ii) any shares sulbgestock options or similar awards granted urider1997 Equity Incentive Plan that expire
or otherwise terminate without having been exettisgull and shares issued pursuant to awardstegasmder the 1997 Equity Incentive Plan
that are forfeited or repurchased by us. No furttveards will be made under the 1997 Equity Incenien, but it will continue to govern
awards previously granted thereunder.
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Restricted stock awards and restricted stock wviltdbe counted against the numerical limits of #3906 Incentive Plan as two shares for
every one share. Further, if shares acquired wemesuch award are forfeited or repurchased byhdsweuld otherwise return to the 2006
Incentive Plan, two times the number of such feefbior repurchased shares will return to the 2006ritive Plan and will again become
available for issuance.

Eligible participants in the 2006 Incentive Planlirde directors, employees, and consultants. Optijpanted under the 2006 Incentive
Plan generally expire seven years after the gratet @ptions generally become exercisable oveouanperiods, typically four years, from the
grant date based on continued employment, andaiyieest annually. Restricted stock awards gehevalst over the passage of time and
require continued employment through the vestirmipge Restricted stock units generally vest uporeting certain performance-based
objectives or the passage of time, or a combinaifdyoth, and require continued employment throtighvesting period. The vesting period
restricted stock units cannot be less than thraeesyenless they are subject to certain performéased objectives, in which case the vesting
period can be 12 months or longer.

Employee Stock Purchase P!

We maintain an employee stock purchase plan (“Ep&fier which participating employees may annuedigtribute up to 10% of their
gross compensation to purchase shares of our coratook at 85% of its fair market value at eithex tieginning or end of each six-month
offering period, whichever price is less. To bgiblie to participate in the ESPP, an employee namstng other requirements, be employed by
the Company on the date of offering and be emplayestomarily for at least 20 hours per week aridagt five months per calendar year. We
issued 113,160 shares under the ESPP in 2007. degrblger 31, 2007, a total of 757,825 shares of oomeon stock were still available for
future issuance under the ESPP. The next purchifidgevon June 30, 2008 at the end of the currentr®nth offering period. Effective
January 1, 2006, we began recognizing compensaipanse associated with the ESPP in accordanceSwidls No. 123(R).

Unrecognized Compensation Expense
As of December 31, 2007, unrecognized share-basmpgensation expense was as follows:

Average Expectec
Recognition Period-
in

(Dollars in thousands) Unrecognized Expens Years
Stock options $ 8,407 1.1¢
Restricted stock awards and ur 11,99¢ 1.9t
Total unrecognized shé-based compensation expel $ 20,40:¢
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Valuation Assumptions

The fair values of share-based awards for empley@k options and employee stock purchases mads ond ESPP were estimated
using the Black-Scholes option pricing model. Taie ¥alues of restricted stock awards and resttisteck units were based on our closing
stock price on the date of grant. The following giged-average assumptions and fair values were used

2007 2006 2005
Equity Incentive Plan Awards
Weighted average expected term of options in y 5.2 5.2 5.1
Weighted average expected volatility of the Comj|' s underlying common stoc 25.€% 29.4% 37.1%
Risk-free interest rat 4.6(% 4.71% 4.05%
Expected dividend yiel —% —% —%
Weightec-average grant date fair va-stock options $16.27 $18.4: $17.61
Weightec-average grant date fair va-restricted stock awards and restricted stock 1 $50.1¢ $50.8¢ $45.1%
ESPP
Expected term in yea 0.t 0.t 0.t
Expected volatility of the Compa’s underlying common stoc 16.2% 21.2% 22. 1%
Risk-free interest rat 5.05% 4.7¢% 2.94%
Expected dividend yiel —% —% —%
Weighter-average fair valu $10.1¢ $10.07 $10.0¢

The expected term is based on the implied terrhe&tock options using a lattice option-pricing mlodith early exercise factors based
on historic employee exercise behavior. The exjpeotdatilities are based on a blended rate congjsif equal measures of our historic
volatility and our expected volatility over a fiyear term which is an indicator of expected valgtind future stock price trends. For 2007,
2006 and 2005, expected volatilities for ESPP vegpeal to the historical volatility for the previosix-month periods. The expected risk-free
interest rates were based on the yields of U.Sastmg Securities, as reported by the Federal Re®amk 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 informatiefated to the 1989 Stock Option Plan, the 1997 t)dncentive Plan and the 2006
Incentive Plan for the year ended December 31,2007

Weighted-Average

Remaining Aggregate Intrinsic
Weighted- Contractual Life in
Average Value of In-The-
Shares Exercise Price Years Money Options
Outstanding at December 31, 2( 4,673,13! $ 317
Grantec 286,89¢ 49.47
Exercisec (1,020,109 27.4¢
Forfeited (164,689 42.9¢
Expired (6,019) 47.8(
Outstanding at December 31, 2( 3,769,22! 33.7¢ 3.52 $ 63,456,92
Vested and expected to vest at December 31, 3,669,44. 33.3¢ 3.4¢ 63,169,08
Exercisable at December 31, 2( 2,928,81! $ 30.1« 3.0¢ $ 59,477,10
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The aggregate intrinsic value of outstanding oggtisimown in the table below represents the pretaxsic value as of December 31,
2007. This value is based on our closing stockepofc$50.40 as of December 31, 2007. The totahiitr value of options exercised during
2007, 2006 and 2005 were $24.1 million, $36.8 orilland $15.8 million, respectively. The total featue of option grants that vested during
2007, 2006 and 2005 were $24.4 million, $30.6 orilland $37.1 million, respectively. Cash receivednfstock option exercises during 2007,
2006 and 2005 were $28.0 million, $33.9 million &1d.1 million, respectively. The tax benefit reall from stock options exercised during
2007, 2006 and 2005 were $8.9 million, $11.9 milland $6.8 million, respectively.

The following table summarizes information regagd#tock options outstanding as of December 31, 2007

Qutstanding Options Exercisable Options
Weighted- Weighted- Weighted-
Average

Remaining Average Average

Contractual Exercise Exercise
Range of Exercise Price Shares Life in Years Price Shares Price
$8.94$19.24 412,46 3.3¢€ $ 15.52 412,46 $ 15.57
19.85-25.17 539,53! 2.4C 23.9( 539,53! 23.9(
25.2¢-26.40 395,78 3.57 26.0¢ 395,78° 26.04
26.6€-31.29 404,43 3.8¢ 31.01 404,43 31.01
31.4(-35.26 389,71: 1.14 34.92 387,42! 34.92
35.54-36.56 431,16( 3.2t 35.8( 304,52: 35.8(
36.6:-43.49 450,09( 3.94 41.91] 289,79: 41.6¢
44.5(-48.88 388,44 5.3(C 47.52 104,84 47.2¢
48.9:-53.47 355,49¢ 5.3¢ 52.21 90,01 51.8i
53.6:-53.63 2,10( 6.5C 53.6: —
$8.94-$53.63 3,769,22! 3.52 $ 33.7¢ 2,928,811 $ 30.1¢

We expect to satisfy the exercise of stock optlmngssuing new shares registered under the 199#yHaueentive Plan and the 2006
Incentive Plan, as applicable. All future awardstoick options and restricted stock will be issfrech the 2006 Incentive Plan. At
December 31, 2007, 3,556,436 shares were avafiabfature issuance under the 2006 Incentive Plan.

The table below provides information for restricitdck awards and restricted stock units undel @89 Stock Option Plan, the 1997
Equity Incentive Plan and the 2006 Incentive Ptarttie year ended December 31, 2007:

Weighted-Average

Shares Grant Date Fair Value

Nonvested at December 31, 2C 215,92¢ $ 40.0:
Grantec 285,16¢ 50.1¢
Vested (97,409 48.5¢
Forfeited (27,51) 52.3:
Nonvested at December 31, 2C 376,18 $ 44 5¢

The total fair value of restricted stock grants trested during 2007, 2006 and 2005 were $4.7anill§7.5 million and $3.8 million,
respectively.
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5. Reserves on Deposit with the Federal Reserve BankdFederal Bank Stock

The Bank is required to maintain reserves againstiomer deposits by keeping balances with the Bé&erserve Bank of San Francisco
in a noninterest-bearing cash account. The averagered reserve balance totaled $32.0 milliond872and $24.9 million in 2006. The cash
balances at the Federal Reserve Bank of San Fcaraie classified as cash and cash equivalents.

As a member of the Federal Home Loan Bank (“FHL&1) Federal Reserve Bank (“FRB"), we are requioddold shares of FHLB and
FRB stock under the Bank’s borrowing agreemenD&tember 31, 2007 and 2006, we had $17.9 milli@h$dr®.1 million, respectively, in
FHLB stock, and $9.3 million and $8.7 million, resgively, in FRB stock. FHLB and FRB stock are meleal as a component of other assets.

6. Securities Purchased under Agreement to Resell ar@ther Short-Term Investment Securities

The following table details the securities purclilaseder agreement to resell and other short-temesiment securities at December 31,
2007 and 2006, respectively:

December 31

(Dollars in thousands) 2007 2006

Securities purchased under agreement to rese $ 62,18: $ 40,73¢
Interes-earning deposit 81,55 34,35°
Other shol-term investment securiti¢ 214,93( 164,21(
Total securities purchased under agreement tol @selother resell and other st-term investment securiti $ 358,66« $ 239,30:

(1) Securities purchased under agreement to rasBikcember 31, 2007 consisted of U.S. Treasuyries and U.S. agency securities.
Securities purchased under agreement to resebigedr$79.2 million and $74.2 million in 2007 and&0respectively. The maximum
amount outstanding at any mo-end during 2007 and 2006 was $140.8 million andi&L#illion, respectively
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7. Investment Securities

The major components of our investment securit@fgio at December 31, 2007 and 2006 are asvaio

December 31, 200 December 31, 200!
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 valu
U.S. Treasury securitie $ 1995¢ $ 17z $ — $ 2012t $ 29,76. $ 7% (56) $ 29,71
U.S. agencies and corporatio
Collateralized mortgage obligatio 543,46( 751 (7,82¢) 536,38: 644,35( — (14,677) 629,67
Mortgage-backed securitie 395,97¢ 711 (5,717) 390,97¢ 440,52: 361 (11,729 429,15t
U.S. agency debentur 159,97¢ 1,542 (440) 161,08( 234,98 — (4,167) 230,82:
Commercial mortgac-backed securitie 62,01¢ 14 (740 61,29( 71,174 — (1,799 69,37¢
Obligations of states and political subdivisic 81,43: 662 (240) 81,85¢ 55,77¢ 674 — 56,45
Marketable equity securitie 7,55(C 72t (884) 7,391 97 16C — 257
Venture capital fund investmer 1 — — 1 2 — — 2
Total availabl-for-sale securitie $1,270,37. $ 457 $ (15,84 $1,259,100 $ 1,476,66' $ 1,200 $ (32,416 $1,445,45
Non-marketable securities (investment
company fair value accounting
Private equity fund investments ( 194,86: 126,47!
Other private equity investments | 45,90° 32,918
Other investments (¢ 14,63¢ 15,39«
Non-marketable securities (equity method accounti
Other investments (¢ 21,29¢ 15,71(
Low income housing tax credit fun 24,49: 22,66¢
Non-marketable securities (cost method accounti
Private equity fund investments ( 35,00¢ 27,77
Other private equity investmer 7,261 5,961
Total investment securitie $1,602,57. $1,692,34.

(1) Private equity fund investments (funds of fundspatember 31, 2007 and 2006 include the followingstments

December 31, 2007 December 31, 2006
(Dollars in thousands) Amount Ownership % Amount Ownership %
SVB Strategic Investors Fund, | $ 68,74« 12.€% $ 65,97 12.€%
SVB Strategic Investors Fund I, L 81,38: 8.6 47,66¢ 8.€
SVB Strategic Investors Fund IlI, L 44,73¢ 5.%% 12,83( 6.5%
Total private equity fund investmer $194,86. $126,47!
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(2) Other private equity investments -investment funds) at December 31, 2007 and 2006dedhe following investment

December 31, 2007 December 31, 2006
(Dollars in thousands) Amount Ownership % Amount Ownership %
Silicon Valley BancVentures, L $28,06¢ 10.7% $29,38t¢ 10.7%
SVB Capital Partners Il, LP ( 14,45¢ 5.1 3,52¢ 8.5
SVB India Capital Partners I, L 3,381 13.%% —%
Total other private equity investmetr $45,907 $32,91:

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

(3) Other investments within n-marketable securities (investment company faireaccounting) include our ownership in Partners
Growth, LP, a sponsored debt fund. At DecembelB0y and 2006, we had a majority ownership intaveapproximately 50.0% in the
fund. Partners for Growth, LP is managed by a thady and we do not have an ownership intereitérgeneral partner of this fur

(4) Otherinvestments (sponsored debt funds) withir-marketable securities (equity method accountingdestember 31, 2007 and 20
include the following investment

December 31, 200° December 31, 200!
(Dollars in thousands) Amount Ownership % Amount Ownership %
Gold Hill Venture Lending Partners 03, LL $ 8,161 90.7% $ 6,941 90.7%
Gold Hill Venture Lending 03, LP ( 7,75¢ 9.3 6,56¢ 9.3
Partners for Growth I, LI 5,38¢ 24.2% 2,20 24.2%
Total other investmen $21,29¢ $15,71(

(i) At December 31, 2007, we had a direct owhgrinterest of 4.8% in the fund. In additionPatcember 31, 2007, we
had an indirect ownership interest of 4.5% in Gdilll Venture Lending 03, LP and its parallel furttisough our
ownership of Gold Hill Venture Lending Partners OBC.

(5) Represents investments in 324 and 302 privateyefiuitls at December 31, 2007 and 2006, respectiwdigre our ownership interest
less than 5%
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The following table summarizes our unrealized less® our available-for-sale investment securit@sfplio into categories of less than

12 months, or 12 months or longer as of Decembg@Q17:

December 31, 200

Less than 12 month:

12 months or longer

Total

Fair Value of Fair Value of Fair Value of Unrealized
Unrealized Unrealized
(Dollars in thousands) Investments Losses Investments Losses Investments Losses
U.S. agencies and corporatio
Collateralized mortgage obligations | $ — — $ 408,23t $ (7,82f) $ 408,23t $ (7,829
Mortgage-backed securities (: 9,75¢ (12 331,30( (5,700 341,05¢ (5,7172)
U.S. agency debentures — — 74,57¢ (440 74,57¢ (440
Commercial mortga¢-backed securities (: — — 51,38( (740) 51,38( (740
Municipal bonds and note 24,323 (240) — — 24,32, (240)
Marketable equity securitie 7,391 (884) — — 7,391 (884)
Total temporarily impaired securiti $ 4147 $ (1,136) $ 865,49. $(14,700) $ 906,97(  $(15,844)

(1) As of December 31, 2007, we identified a tofal 67 investments that were in unrealized losstipos, of which 108 investments totaling

$865.5 million with unrealized losses of $14.7 iaill had fair values less than their adjusted amsafperiod of time greater than 12
months. Securities classified as collateralizedtgawe obligations totaling $408.2 million with ualieed losses of $7.8 million were
originally purchased between May 2002 and August2@ecurities classified as mortgage-backed sexsutotaling $331.3 million with
unrealized losses of $5.7 million were originallyrghased between September 2002 and April 200%iriies classified as U.S. agency
debentures totaling $74.6 million with unrealizeddes of $0.4 million were originally purchasedassn June 2003 and March 2004.
Securities classified as commercial mortgage-baskedrities totaling $51.4 million with unrealiziedses of $0.7 million were originally
purchased between April 2005 and July 2005. Alestments with unrealized losses for a period oé tireater than 12 months are either
rated AAA by Moody’s or S&P or are issued by a gomeent sponsored enterprise. The unrealized I@sedue solely to increases in
market interest rates and as we expect to rechedntpairment prior to or at maturity, we deem éhiespairments to be temporary. We
have the intent and ability to hold the securitiasil the market value recovers or until maturMarket valuations and impairment analy
on assets in the investment portfolio are revieamd monitored on an ongoing ba:

The following table summarizes our unrealized less® our available-for-sale investment securitisfplio into categories of less than

12 months or 12 months or longer as of Decembe?@06:

December 31, 200

Less than 12 months 12 months or longer Total
Unrealized Unrealized
Fair Value of Unrealized Fair Value of Fair Value of
(Dollars in thousands) Investments Losses Investments Losses Investments Losses
U.S. Treasury securitie $ — 3 = $ 9931 $ (B6 $ 9931 $ (56
U.S. agencies and corporatio
Collateralized mortgage obligatio 13,17( (16) 616,50° (14,657 629,67" (14,679
Mortgage-backed securitie 17,38( (164) 392,05: (11,567) 409,43: (11,727
U.S. agency debentur 9,92¢ (75) 220,89¢ (4,08¢) 230,82: (4,161)

Commercial mortga¢-backed securitie
Total temporarily impaired securiti

69,37 (1,799)

69,37¢ (1,799

$ 4047 $ (259

$1,308,76.  $(32,16)

$1,349,23  $(32,410)
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Investment Securities—Remaining Contractual Princigl Maturities and Yields (Fully Taxable-Equivalent Basis)

The following table summarizes the remaining casttral principal maturities and fully taxable-equesat yields on investment securities
as of December 31, 2007. Interest income on ceotaligations of states and political subdivisionrfrtaxable investments) are presented on a
fully taxable-equivalent basis using the federatigbry tax rate of 35%. The weighted-average yilcbmputed using the amortized cost of
available-for-sale securities, which are reportefhia value. Expected remaining maturities of aale U.S. agency securities, mortgage-backed
securities, and collateralized mortgage obligatioay differ significantly from their contractual toaties because borrowers have the right to

prepay obligations with or without penalties. Tisisnost apparent in mortgage-backed securitiesahateralized mortgage obligations as

contractual maturities are typically 15 to 30 yearsereas expected average lives of these sesuaitiesignificantly shorter and vary based
upon structure. Private equity fund investmentsepprivate equity investments, other investmeants, low income housing tax credit funds
included in the table below as maturing after 18rge

December 31, 200°

After One After Five
One Year Year to Years to After
Total or Less Five Years Ten Years Ten Years
Weighted- Weighted- Weighted- Weighted- Weighted-
Carrying Average Carrying Average Carrying Average Carrying Average Carrying Average
(Dollars in thousands) Value Yield Value Yield Value Yield Value Yield Value Yield
U.S. Treasury securitie $ 20,12¢ 492% $ 20,12¢ 492% $ — —% $ — —% $ — —%
U.S. agencies and corporatio
Collateralized mortgage obligatio 536,38: 4.6€ — — 13C 6.3€ 87,16: 4.44 449,09( 4.71
Mortgage-backed securitie 390,97¢ 4.91 — — 2,73( 6.41 12,30¢ 5.2¢ 375,94( 4.8¢
U.S. agency debentur 161,08( 3.8€ 49,69 3.11 111,38 4.2C — — — —
Commercial mortgac-backed securitie 61,29( 4.67 — — — — — — 61,29( 4.67
Obligations of states and political
subdivisions 81,85¢ 6.5€ 20,39¢ 6.4¢ 17,02: 7.6¢€ 3,332 5.97 41,101 6.1€
Low income housing tax credit fun 24,49 — — — — — — — 24,49 —
Marketable equity securities ( 7,391 — 7,391 — — — — — — —
Private equity fund investmer 229,86 — — — — — — 229,86¢ —
Other private equity fund investmet 53,17« — — — — — — — 53,174 —
Other investment 35,93¢ — — — — — — — 35,93t —
Total $1,602,57. 3.72% $ 97,61 3.95% $ 131,27 4.7(% $ 102,80 4.5¢% $1,270,89 3.5:%

(1) Available-for-sale.

Investment securities with a fair value of $737 illiom and $691.8 million at December 31, 2007 2006, respectively, were pledged to

secure certain deposits, current and prospectiveBHbbrrowings, and to maintain the ability to bosrat the discount window at the Federal

Reserve Bank of San Francisco.

115



Table of Contents
SVB FINANCIAL GROUP AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS—(Con tinued)

The cost of investment securities is determined specific identification basis. The following talgresents the components of gains and
losses on investment securities in 2007, 2006 80&:2

Year ended December 31

(Dollars in thousands) 2007 2006 2005
Gross gains on investment securiti
Available-for-sale securities, at fair val $ 1,041 $ 16¢ $ 30¢
Marketable securities (investment company fair gaacounting 61 — —
Non-marketable securities (investment company faireaccounting)
Private equity fund investmer 45,32t 14,85 10,37¢
Other private equity investmer 5,57¢ 1,14¢ 3,15:
Other investment 20,22¢ 1,58¢ 19¢
Non-marketable securities (equity method accounti
Other investment 3,29¢ 1,415 —
Non-marketable securities (cost method accounti
Private equity fund investmer 1,37¢ 613 2,911
Other private equity investmer 1,24¢ 127 50
Total gross gains on investment securi 78,15¢ 19,91( 16,99/
Gross losses on investment securit
Available-for-sale securities, at fair vali (363) (3,230 (2,447
Marketable securities (investment company fair gaacounting 9 — —
Non-marketable securities (investment company fairealccounting)
Private equity fund investmer (15,184 (9,119 (5,28¢€)
Other private equity investmer (5,790 (1,449 (1,44%)
Other investment (8,190 (1,16€) (630)
Non-marketable securities (equity method accounti
Other investment (214 (947 —
Low income housing tax credit fun (125) — —
Non-marketable securities (cost method accounti
Private equity fund investmer (1,05%) (1,400 (2,599
Other private equity investmer (501 (57 (290
Total gross losses on investment secur (31,43) (17,359 (12,68)
Gains on investment securities, net $ 46,72« $ 2,551 $ 4,30i

(1) Net gains on investment securities of $46.7 miliiw2007 were mainly attributable to net gains 84 million from three of ou
managed funds of funds and $12.0 million from oheuw sponsored debt funds. Of the $46.7 milliomét gains, $33.0 million was
attributable to minority interest and these amoangsreflected in the consolidated statementsaafrite under the caption “Minority
Interest in Net Income of Consolidated Affilia”. We expect continued variability in the performanéeur consolidated fund
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8. Loans and Allowance for Loan Losse

The composition of loans, net of unearned incom®2&.4 million and $27.2 million at December 3102@nd 2006, respectively, is
presented in the following table:

December 31,

(Dollars in thousands) 2007 2006

Commercial loan $ 3,563,00! $ 2,959,50.
Vineyard developmer 121,38: 118,26t
Commercial real esta 44 ,40" 13,33¢
Total real estate constructi 165,78’ 131,60:
Real estate ter— consumel 75,14¢ 46,81
Real estate ter— commercial 38,84¢ 50,05:
Total real estate ter 113,99¢ 96,86!
Consumer and othi 308,94( 294,43
Total loans, net of unearned inco $4,151,73 $ 3,482,40;

A substantial percentage of our loans are commlercigture, and such loans are generally madenterging-growth or corporate
technology companies in a variety of industriese Dheakdown of total loans and total loans as egmeage of gross loans by industry sector at
December 31, 2007 and 2006 is as follows:

December 31, 2007 December 31, 2006
Industry Sector Amount Percentage Amount Percentagt
Technology (1 $1,948,92! 46.€% $1,788,78! 51.(%
Private Equity 773,93. 18.5 480,61¢ 13.7
Life Sciences (1 407,85t 9.8 352,22( 10.C
Premium Winery 375,56. 9.C 375,96( 10.7
Private Client Service 402,56: 9.6 345,67« 9.8
All other sector 269,26( 6.5 166,30! 4.8
Total Gross Loan $4,178,09 100.(% $3,509,56! 100.(%

(1) Included in the technology and life science nichesloans provided to emerging growth clients, Whigpresent approximately .
percent of total gross loans at December 31, 2

At December 31, 2007, our asset-based lending ecmlats receivable factoring represented 8.5% adfh,/respectively, of total gross
loans, compared to 10.3% and 7.1%, respectivdDeaember 31, 2006. At December 31, 2007, approrind.5% and 11.1% of our
outstanding gross loan balances are in the sttealidornia and Massachusetts, respectively, carghéo 48.4% and 11.2%, respectively, ¢
December 31, 2006. There are no other states alinbes greater than 10%.
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Changes in the allowance for loan losses during 22006 and 2005 are summarized below:

December 31,

(Dollars in thousands) 2007 2006 2005

Beginning balanc $42,74% $ 36,78¢ $ 37,61
Provision for loan losse 16,83¢ 9,871 237
Loan charg-offs (29,379 (14,065 (12,41¢)
Loan recoverie 7,08¢ 10,15( 11,357
Ending balanci $ 47,29: $42,74% $ 36,78¢

The aggregate investment in loans for which impairtthas been determined in accordance with SFAS Nbtotaled $7.6 million,
$11.0 million and $6.5 million at December 31, 20P@06 and 2005, respectively. For the year end=zember 31, 2007, nonaccrual loans
represented all impaired loans. There were no comenits available for funding to any clients witmaocrual loans at December 31, 2007.
The allocation of the allowance for loan losseatesl to impaired loans was $1.4 million at Decen®ier2007. No individual loans were
deemed to be impaired under SFAS No. 114 at Dece81h@006 or 2005; therefore, there was no allonatf the allowance for loan losses
related to impaired loans at December 31, 200866 2Average impaired loans for 2007, 2006 and 26€8ed $10.3 million, $8.1 million a
$13.0 million, respectively. If these loans had beén impaired, $0.7 million, $0.6 million and $&lion in interest income would have been
recorded in 2007, 2006 and 2005 while interestrimeactually recognized totaled $0.2 million, $0.lliom and $0.3 million in 2007, 2006 and
2005, respectively.

9. Premises and Equipmen

Premises and equipment at December 31, 2007 aré] 200sist of the following:

December 31,

(Dollars in thousands) 2007 2006

Computer softwar $ 39,01t $ 31,16
Leasehold improvemen 32,61¢ 30,70!
Computer hardwar 24,23 20,99:
Furniture and equipme! 9,28¢ 9,16¢
Total 105,15: 92,02!
Accumulated depreciation and amortizat (66,529 (54,719
Premises and equipment, | $ 38,62¢ $ 37,30¢

Depreciation and amortization expense for premasesequipment was $15.0 million in 2007, $11.1iomllin 2006 and $10.0 million in
2005, respectively.

10. Goodwill

Goodwill, which arises when the purchase price edsghe assigned value of the net assets of afradduusiness, represents the value
attributable to unidentifiable intangible elemenésng acquired. Goodwill at December 31, 2007 éat&i4.1 million, which resulted from the
acquisition of eProsper. Goodwill at December IN&totaled $21.3 million, which resulted from #eguisition of SVB Alliant and eProsper.

118



Table of Contents

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

SVB Alliant

During the second quarters of 2007 and 2006, welwaed our annual assessment of goodwill of SVBaAtl We concluded at that time
that we had an impairment of goodwill based ondasted discounted net cash flows for that reporimyy The impairment resulted from
changes in our outlook for SVB Alliant’s future &incial performance. As required by SFAS No. @@odwill and Other Intangible Assets
(“SFAS No. 142"), in measuring the amount of godtimpairment, we made a hypothetical allocatiortte reporting unit's estimated fair
value to the tangible and intangible assets (dtiear goodwill) for the reporting unit. Based orsthllocation, we concluded that the remaining
$17.2 million and $18.4 million of goodwill was irapped and was required to be expensed as a nonbashe to continuing operations during
the second quarters of 2007 and 2006. In July 20@#eached a decision to cease operations at SNGhA

eProsper

During the third quarter of 2006, through our sdizsiy, SVB Analytics, we acquired a majority owrteépsin eProsper, an equity
ownership data management services company. Irection with this acquisition, we recognized $4.1lion in goodwill. During the third
quarter of 2007, we conducted our annual impairmaeatysis of eProsper in accordance with SFAS M8, hased on forecasted discounted
net cash flow analysis. The valuation analysisRybsper indicated no impairment existed.

11. Deposits

The aggregate amount of time deposit accountsiohailly exceeding $100,000 totaled $286.0 millionl £264.8 million at
December 31, 2007 and 2006, respectively. Intergstnse paid on time deposits individually exceg®h00,000 totaled $2.6 million,
$1.9 million and $1.6 million in 2007, 2006 and 80@espectively. At December 31, 2007, time depasibunts, individually exceeding
$100,000 totaling $285.7 million were scheduledeture within one year.
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12. Short-Term Borrowings and Long-Term Debt
The following table represents outstanding sharitborrowings and long-term debt at December 3072dhd 2006:

(Dollars in thousands) Maturity December 31, 20C December 31, 20C
Shor-term borrowings:
Federal funds purchased and securities sold t

agreement to repurcha Less than One Month ( $ — $ 483,53
FHLB advance: Less than One Month ( 90,00( 200,00(
Total shor-term borrowings $ 90,00( $ 683,53
Long-term debt:
FHLB advance: 2 $ 150,00( $ 150,00(
5.70% senior note June 1, 201 259,70¢ —
6.05% subordinated not June 1, 201 261,09¢ —
Contingently convertible del June 15, 200 149,26¢ 148,44:
7.0% junior subordinated debentu October 15, 203 52,51 51,35¢
8.0% lon¢-term notes payable (. November 30, 200 2,66¢ 2,66¢
Total lon¢-term debt $ 875,25: $ 352,46!

(1) Represents remaining maturity as of the date regc
(2) Represents FHLB advances maturing in November 2088,2009 and November 20C
(3) Debt assumed in relation to the acquisition of @6Bterest in eProsper during the third quarte2@d6.

Interest expense related to short-term borrowimgklang-term debt was $49.2 million, $26.3 milliand $6.2 million in 2007, 2006, and
2005, respectively. The weighted average intesgssrassociated with our short-term borrowingslang-term debt outstanding during 2007,
2006 and 2005 were 4.99%, 4.26% and 2.27%, respcti

Senior Notes and Subordinated Not

On May 15, 2007, the Bank issued 5.70% senior ndies June 1, 2012, in an aggregate principal atmafu$250.0 million and 6.05%
subordinated notes, due June 1, 2017, in an aggregacipal amount of $250.0 million (collectivelhe “Notes”). The discount and issuance
costs related to the Notes were $0.8 million an@ $illion, respectively, and the net proceeds fthmoffering of the Notes were $495.0
million. The Notes are not redeemable prior to migtand interest is payable semi-annually. Prosdeaim the issuance of these Notes were
used for repayment of certain short-term borrowimsbt issuance costs of $2.0 million and $2.2iarilrelated to the senior and subordinated
notes, respectively, were deferred and are beirgtézad to interest expense over the term of theeslaising the effective interest method.
Concurrent with the issuance of the Notes, we edtarto fixed-tovariable interest rate swap agreements relatedttothe senior notes and
subordinated notes (see Note 14 (Derivative Firmhestruments—Fair Value Hedges)). The fair valokthe senior and subordinated
debentures are included in Note 20 (Fair Valueioafcial Instruments).

Contingently Convertible Debt

We issued $150.0 million of zero-coupon, conveetiblibordinated notes at face value, due June 08, B® qualified institutional buyers
pursuant to Rule 144A under the Securities Act3¥3land outside the United
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States to non-U.S. persons pursuant to Regulatiomd8r the Securities Act of 1933. The proceeds fitee issuance of the notes were used for
general corporate purposes. The notes are confeeiritb the Company’s common stock at a converpiice of $33.6277 per share and are
subordinated to all of our present and future gemédot. Holders of the notes may convert their sty if: (i) the price of the Company’s
common stock issuable upon conversion of a notehe=aa specified threshold, (ii) specified corpoteansactions occur, or (iii) the trading
price for the notes falls below certain threshol¥e intend to settle the outstanding principal antan cash. We have the option to settle any
amount exceeding the principal value of the coribvierdebt in either cash or shares of our commockstDuring 2007, our note holders held
the right, at their option, to convert their notiswhole or in part, subject to certain limitatgrat the conversion price of $33.6277. We
received conversion notices relating to the naieani aggregate principal amount of $100.0 thoushh@¥.0 thousand and $64.0 thousand in
2007, 2006 and 2005, respectively.

Concurrent with the issuance of the convertiblegsptve entered into a convertible note hedge (s¢e M (Derivative Financial
Instruments—Derivative Financial Instruments Indki® and Potentially Settled in, a Company’s Ouack)).

7.0% Junior Subordinated Debentures

On October 30, 2003, we issued $51.5 million ir%4 jQnior subordinated debentures to a special-mpapast, SVB Capital Il.
Distributions to SVB Capital Il are cumulative asgk payable quarterly at a fixed rate of 7.0% pewuan of the face value of the junior
subordinated debentures. Distributions for eack087, 2006 and 2005 were $3.5 million. The junidvardinated debentures are mandatorily
redeemable upon the maturity of the debenturesatob®@r 15, 2033, or to the extent that we redeegpdabentures earlier. We may redeenr
debentures prior to maturity in whole or in pattpar option, at any time on or after October 3W)& In addition, we may redeem the
debentures, in whole but not in part, prior to ®eto30, 2008, upon the occurrence of certain evésggance costs of $2.2 million related to
the junior subordinated debentures were deferrddaam being amortized over the period until manyatedemption of the debentures in
October 2033. We entered into a fixed-to-variahteriest rate swap agreement related to these jsubmrdinated debentures (see Note 14
(Derivative Financial Instruments—Fair Value HedgyeShe fair value of the 7.0% junior subordinatigbentures is included in Note 20 (Fair
Value of Financial Instruments). We have guarantbedrust preferred securities issued by SVB @hfitsee Note 13 (Commitments and
Contingencies)).

Available Lines of Credi

At December 31, 2007, we have available $1.48dpilin uncommitted federal funds lines of credit,oélwhich were unused. We have
repurchase agreements with multiple securitiesedgalvhich allow us to access short-term borrowlmgssing fixed income securities as
collateral. As of December 31, 2007, we had notdwed against our repurchase lines. We also pledgerities to the Federal Home Loan
Bank of San Francisco and the discount windowafderal Reserve Bank. The market value of codlapdedged to the Federal Home Loan
Bank of San Francisco at December 31, 2007 tot%2&83.6 million, of which $33.6 million was unusé&the market value of collateral pledged
at the discount window of the Federal Reserve Barikecember 31, 2007 totaled $64.6 million, alivbich was unused.
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13. Commitments and Contingencie
Operating Leases

We are obligated under a number of honcancelat#eating leases for premises and equipment thateegpivarious dates, through 2014,
and in most instances, include options to reneextend at market rates and terms. Such leases roeigle for periodic adjustments of rentals
during the term of the lease based on changesiougaeconomic indicators. The following table @ets minimum payments under
noncancelable operating leases as of Decembe0BZ; 2

Year ended December 31, (Dollars in thousands) :

2008 $12,79:
2009 11,35¢
2010 8,83¢
2011 7,04¢
2012 5,95:¢
2013 and thereaftt 7,79(
Net minimum operating lease payme $53,78(

Rent expense for premises and equipment leased apdeating leases totaled $13.0 million, $11.4iariland $10.7 million in 2007,
2006 and 2005, respectively.

14. Derivative Financial Instruments

We designate derivative instruments as hedgingea-$tanding instruments at their respective toade. We may use interest rate swaps,
forward contracts, options and warrants. A swageagent is a contract between two parties to exehaagh flows based on specified
underlying notional amounts, assets or indiceswBat settlement contracts are agreements to beglba quantity of a financial instrument,
index, currency or commodity at a predeterminedriitiate, rate or price. An option or warrant cacitis an agreement that conveys to the
purchaser the right, but not the obligation, to bugell a quantity of a financial instrument (inding another derivative financial instrument),
index, currency or commodity at a predetermined eatprice during a period or at a time in the fatption or warrant agreements can be
transacted on organized exchanges or directly legtyparties. The gross positive fair values of dgiwe assets are recorded as a component o
the other assets line item on the balance sheetgfidss negative fair values of derivative lial@tare recorded as a component of the other
liabilities line item on the balance sheet.
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The total notional or contractual amounts, credk amount and estimated net fair value for denestat December 31, 2007 and 2006,
respectively, were as follows:

December 31, 200 December 31, 200!
Notional or Notional or
Estimated Estimated
contractual  Credit risk contractual  Credit risk
net fair net fair
(Dollars in thousands) amount Amount (1) value amount Amount (1) value
Fair Value Hedges
Interest rate swe—senior note: $250,000 $ 9,87¢ $9,87¢ $ — 3 — $ —
Interest rate swe—subordinated note 250,00( 11,62 11,621 — — —
Interest rate swe—junior subordinated del 50,00( — (1,309 50,00( — (1,890
Derivatives—Other
Foreign exchange forwari 580,86: 12,29( 1,58¢ 562,20! 7,28¢ (164)
Foreign currency optior 63,90¢ 492 — 27,57¢ 14C —
Equity warrant asse $101,03¢ $ 31,317 $31,317 $113,27¢ $ 37,72t $37,72¢

(1) Credit risk amounts reflect the replacement émsthose contracts in a gain position in therg\a nonperformance by all such
counterparties

Fair Value Hedges
Derivative instruments that we hold as a part afinterest rate risk management program includerést rate swaps.

Concurrent with the issuance of the Notes, we edtatto interest rate swap agreements, wherebywaped the fixed interest rate of
the Notes with a variable interest rate based erLtdndon Inter-Bank Offered Rate (“LIBOR”) to hedagainst the risk of changes in fair
values due to changes in interest rates. We applyshortcut” method for these fair value hedgesrder to assume no ineffectiveness, we
ensure that all the shortcut method requiremen&F#S No. 133 for this type of hedge relationshippraet. The interest rate swap agreements
resulted in interest expense, net of cash receofe®l).7 million for the senior notes and $0.4 roiil for the subordinated notes in 2007, which
were recognized in the consolidated statementscofne as an increase in interest expense. Fomatayn on our senior and subordinated
notes, see Note 12 (Short-Term Borrowings and Lbegn Debt).

On October 30, 2003, we entered into an interéstsa@ap agreement with a notional amount of $50l@m This agreement swaps our
7.0% fixed rate on the junior subordinated debestdor a variable rate based on LIBOR to hedgenagaisk of changes in fair value due to
changes in interest rates. For information on onigr subordinated debentures, see Note 12 (ShartBorrowings and Long-Term Debt). In
April 2006, we designated this interest rate swap fair value hedge, which management evaluatesffiectiveness using the statistical
regression analysis approach for each reportinggerFhis interest rate swap agreement provideaksh benefit of $0.2 million, $0.3 million
and $1.2 million in 2007, 2006 and 2005, respebtjwehich was recognized in the consolidated stateisiof income as a reduction in interest
expense. The swap agreement largely mirrors thestef the junior subordinated debentures and tbexé$ callable by the counterparty
anytime on or after October 30, 2008. All composasftthe swap’s gain or loss are included in tteessment of hedge effectiveness. Changes
in fair value of the fair value hedge agreementiciiis primarily dependent on changes in markedtrggt rates, are recognized in net income as
gains or losses on derivative instruments. In 20@7recorded a non-cash decrease in fair valuleeofair value hedge agreement of
$0.5 million, which is reflected in gains on detiva instruments, net. In 2006, we recorded a reshaecrease
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in fair value of the fair value hedge agreemer26 million, which is comprised of a decreasesiin ¥alue of $3.3 million for the interest rate
swap agreement prior to its designation as a fdireshedge and a $0.3 million loss for the faiueahedge agreement implemented in April
2006, which were reflected in gains on derivativ@riuments, net.

Derivative—Other

We enter into various derivative contracts prinyatd provide derivative products or services toteoeers. We do not designate these
derivative contracts for hedge accounting. Allteége contracts are carried at fair value with charig fair value recorded on the line item
gains on derivatives, net as part of our nonintére®me, a component of consolidated net income.

We enter into foreign exchange forward contractsfaneign currency option contracts with clientsatved in international trade finance
activities, either as the purchaser or seller adifpn currency at a future date, depending uporlibats’ need. For each of the foreign exche
forward contracts foreign currency option contrasitered into with our clients, we enter into apagite way foreign exchange forward
contract and foreign currency option contracts witorrespondent bank, which mitigates the riskustuations in foreign currency exchange
rates. We enter into foreign exchange forward emt$rwith correspondent banks to economically hédigggn exchange exposure risk related
to certain foreign currency denominated loans. Reatens of foreign currency denominated loansracerded on the line item “Other” as part
of noninterest income, a component of consolidattdncome. These contracts are short-term in eatypically expiring within one year. We
have not experienced nonperformance by counteegaatid therefore have not incurred related losaether, we anticipate performance by all
counterparties to such agreements.

We obtain equity warrant assets to purchase anyegosition in a client company’s stock in consatén for providing credit facilities
and less frequently for providing other servicdse Thange in fair value of equity warrant assetedsrded as gains on derivative instruments,
net, in noninterest income, a component of conatdid net income. Total net gains on equity waraasets from gains on exercises and
changes in fair value were $23.5 million, $21.8limnl and $3.3 million for 2007, 2006 and 2005, exdjvely.

Derivative Fair Value Instruments Indexed to, andoRentially Settled in, a Compar's Own Stock

Concurrent with the issuance of the $150.0 milfwimcipal amount of contingently convertible note®, entered into a convertible note
hedge (purchased call option) at a cost of $39lBomiand a warrant transaction providing proceefd$17.4 million with respect to our
common stock, with the objective of decreasingeyrosure to potential dilution from conversion lué tontingently convertible notes.

At issuance, under the terms of the convertible heidge, upon the occurrence of conversion ewartbave the right to purchase up to
4,460,610 shares of our common stock from the @vpatty at a price of $33.6277 per common share.cbmvertible note hedge agreement
will expire on June 15, 2008. We have the optiosdtile any amounts due under the convertible heidber in cash or net shares of our
common stock. The cost of the convertible note badgncluded in stockholders’ equity in accordanith the guidance in EITF 00-19. In
2007, we exercised our right to purchase 2,974eshamder the terms of the convertible note hedge.

At issuance, under the warrant agreement, the equanty could purchase up to 4,460,608 sharesrof@umon stock at $51.34 per
share, upon the occurrence of conversion evenisedefbove. The warrant transaction will expireJane 15, 2008. The proceeds of the
warrant transaction were included in stockholders’
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equity in accordance with the guidance in EITF @0ue to conversion events in 2007, the countgrsatight to purchase our stock under
warrant has been decreased by 2,974 shares (se@Barnings Per Share)).

15. Common Stock Repurchase

On July 26, 2007, our Board of Directors approvestioak repurchase program that authorizes us tthpse up to $250.0 million of our
common stock. This program expires on July 31, 20@Breplaces all share repurchase programs psdyimueffect. We may, at our
discretion, exercise this repurchase authoritytang on or before July 31, 2008 in the open maitkegugh block trades, through an
accelerated stock repurchase program or otherpissyant to applicable securities laws. Dependmgarket conditions, availability of func
and other relevant factors, we may begin or suspgparchases at any time prior to the terminatiohe repurchase program on July 31, 2(
without any prior notice.

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

16. Income Taxes

On January 1, 2007, we adopted the provisions @Bterpretation No. 48Accounting for Uncertainty in Income Taxes, an
interpretation of FASB Statement No. 109, Accogrfiim Income Taxe€FIN 48”). FIN 48 clarifies the accounting for uartainty in income
taxes recognized in the entity’s financial stateteémaccordance with SFAS 109. Our adoption of BE&\id not result in a cumulative effect
adjustment to retained earnings.

The total amount of unrecognized tax benefit audan1, 2007 was $1.1 million, the recognition dfieh would reduce our income tax
expense by $0.3 million. We recognize interest pewhlties related to unrecognized tax benefitsa@sygonent of operating expenses. Total
accrued interest and penalties at January 1, 2@0& iwmmaterial.

The following table provides a summary of changesur unrecognized tax benefit (including inter@sd penalties) in 2007:

Reconciliation of
Interest &
Unrecognized

(Dollars in thousands) Tax Benefit Penalties Total

Balance at January 1, 20 $ 1,011 $ 60 $1,071
Additions based on tax positions related to curyeatr 50 — 50
Additions for tax positions for prior ye 11C 59 16¢
Reductions as a result of a lapse of the applicsthkeite of limitation: (57 (30 (87
Balance at December 31, 2C $ 1,11/ $ 8 $1,20¢

At December 31, 2007, our unrecognized tax benefitained at $1.1 million, the recognition of whigbuld reduce our income tax
expense by $0.3 million. Total accrued interest pacialties at December 31, 2007 were $0.1 milNda.expect that our unrecognized tax
benefit will change in the next 12 months; howewerdo not expect the change to have a signifisapatt on our financial position or our
results of operations.
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We are subject to income tax in the U.S. federdsdliction and various state and foreign jurisaing and have identified our federal tax
return and tax returns in California and Massactisises “major” tax filings. U.S. federal tax exaiions through 1998 have been concluded.

The U.S. federal tax return for 2004 and subseqyeats remain open to examination by the IntermaiedRue Service. Our California and
Massachusetts tax returns for the years 2003 addl, 28spectively, and subsequent years remain topexamination.

The components of our provision for income taxe2fa7, 2006 and 2005, consisted of the followiFige amount of current taxes
receivable was $1.8 million as of December 31, 280F $5.7 million as of December 31, 2006.

Year ended December 31,

(Dollars in thousands) 2007 2006 2005
Current provision
Federa $ 77,73t $ 54,46 $47,35!
State 22,01¢ 16,55¢ 14,39¢
Deferred (benefit) expens
Federa (20,759 (4,739 (1,662)
State (2,219 (497) 672
Income tax expens $ 86,77¢ $65,78: $60,75¢

The reconciliation between the federal statutoopine tax rate and our effective income tax rate687, 2006 and 2005, is as follows:

Year ended December 31,

2007 2006 2005
Federal statutory income tax r: 35.(% 35.(% 35.(%
Meals and entertainme 0.3 0.4 0.3
State income taxes, net of the federal tax e 6.1 6.7 6.4
FAS 123 (R) expense on incentive stock opti 1.C 2.1 —
FAS 123 (R) expense on ES 0.2 0.3 —
Tax-exempt interest incorr (0.9 (0.7) (0.8)
Low-income housing tax crec 1.3 (1.9 (1.
Other, ne 0.3 _0.€ 0.2
Effective income tax rat 41.2% 42.5% 39.6%
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Deferred tax assets (liabilities) at December 8072and 2006, consisted of the following:

Year ended December 31,

(Dollars in thousands) 2007 2006
Deferred tax asset
Allowance for loan losse $ 24,98¢ $ 23,65¢
Other accruals not currently deductil 12,82: 11,93:
State income taxe 5,12z 3,51t
Premises and equipment and other intangi 6,59: 4,947
Goodwill impairment 20,97¢ 16,70(
Net unrealized gains on availa-for-sale investment securiti 4,32¢ 13,01¢
Investment: 4,627 5,58:
Other 1,551 1,844
Deferred tax asse 81,00: 81,08
Deferred tax liabilities
Loan fee incomi (8,459 (12,88)
Equity warrant asse (4,149 (4,487)
Other (1,277 (872
Deferred tax liabilitie: (13,879 (18,249
Net deferred tax asse $ 67,12 $ 62,84!

We believe a valuation allowance is not neede@daice the deferred tax assets as it is more ltkely not that the deferred tax assets
be realized through recovery of taxes previouslyg pad/or future taxable income.

17. Employee Compensation and Benefit Plan

We have the following employee compensation ancetieplans: (i) Equity Incentive Plans; (i) Empley Stock Purchase Plan;
(iii) Incentive Compensation Plans; (iv) Direct {ilncentive Compensation Plan; (v) Retention Rangr(vi) Warrant Incentive Plan;
(vii) SVB Financial Group 401(k) and Employee St@Wwnership Plan; (viii) Employee Home OwnershiprPigx) SVB Qualified Investors
Fund, LLC and SVB Qualified Investors Fund I, LL&nd (x) Deferred Compensation Plan. The Equitgmtize Plans and the Employee
Stock Purchase Plan are described in Note 4 (B@sed Compensation).

Incentive Compensation Plan

In general, Incentive Compensation Plans (“ICP8 lamnus programs paid based on our financial sestwvards are distributed based on
the employee’s target bonus level, our performaand,management’s assessment of individual emploegdermance. Our total contributions
to the ICP were $43.2 million, $24.5 million ands$2 million in 2007, 2006 and 2005, respectively.

Direct Drive Incentive Compensation Pla

The Direct Drive Incentive Compensation Plan (“BirBrive”) is a semiannual sales incentive progrBayments are based on sales
teams’ performance to predetermined financial tacgkctual awards for each sales team member Ubidect Drive is based on: (i) the actual
results and financial performance with respech&dross profit targets; (ii) the sales team payangiets; and (iii) the sales team member’s
sales position and team
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payout allocation. We define gross profit targetshee revenue goals for total interest income dfileds transfer pricing and noninterest
income. Income associated with equity warrant agsatot included in the gross profit targets. Aiddially, sales team members may receive a
discretionary award based on management’s assessfrrch member’s contributions and performanainduhe applicable fiscal year,
regardless of achievement of team gross profietar@irect Drive expenses were $7.6 million, $8ilfion and $6.0 million in 2007, 2006 and
2005, respectively.

Retention Program

The Retention Program (“RP”) is a long-term inceatplan that allows senior management to sharettirie our investment success.
Under the RP, a separate plan is adopted and pléicipants are designated for each fiscal yeam Phrticipants are granted an interest in the
distributions made on certain designated investseratde by us, as well as certain fees receivedbguring the applicable year. Specifically,
participants share in: (i) returns from designategstments made by us, including investments itaceprivate equity funds, venture debt
funds, and direct equity investments in compar{i@sncome realized from the exercise of, and $hbsequent sale of shares obtained through
the exercise of, warrants held by us; and (iiieottiesignated amounts as determined by us. Wendeteidividual allocations in the RP ba:
on individual performance, the individual’s roledathe total number of plan participants. Each altmn gives the participant a stated
percentage or dollar interest in the future retunmshe designated investments and fees in the Pbelinterests are not in the underlying
investments themselves, but rather in future digtions or returns to us on such investments. Digions received by us are paid to the
participants over the term of the applicable plahich is generally ten years. RP expenses werer$llién, $1.5 million and $1.1 million in
2007, 2006 and 2005, respectively.

Warrant Incentive Plan

The Warrant Incentive Plan provides individual asam awards to those employees who negotiate warmarour behalf. Designated
participants share in the cash received from tleeaise of equity warrant assets. Warrant Inceriilam expenses were $1.4 million,
$1.2 million and $1.3 million in 2007, 2006 and 30@espectively.

SVB Financial Group 401(k) and Employee Stock Owshkip Plan

The SVB Financial Group 401(k) (the “401(k) Plaaf)d Employee Stock Ownership (“ESOP”) Plan (coilety referred to as the
“Plan”) is a combined 401(k) tax-deferred saving@pmnd employee stock ownership plan in whichegjular employees are eligible to
participate.

Employees participating in the 401(k) Plan arevedid to contribute up to 75% of their pre-tax comgzgion as defined in the Plan, up to
the maximum amount allowable under federal incoamxerégulations of $15,500 and $15,000 in 2007 d&@b2respectively. We match the
employee’s contributions dollar-for-dollar, up t&%f the employee’s pre-tax compensation as defimélge Plan. Our matching contributions
vest immediately. Our matching 401(k) Plan contiitms totaled $4.9 million, $4.1 million and $4.5llion in 2007, 2006 and 2005,
respectively. The amount of salary deferred, ughéoallowed maximum, is not subject to federaltatesincome taxes at the time of deferral.

Discretionary ESOP contributions, based on our alixiested net income, are made by us to all eligibtividuals employed by us on the
last day of the fiscal year. We may elect to cdwtte cash, or our common stock, in an amount nmeeding 10.0% of the employee’s eligible
compensation earned in the fiscal year. The
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ESOP contributions vest in equal annual incremews five years. Forfeited balances of terminatedigipants’ nonvested accounts are used
first to restore previously forfeited amounts dfired participants’ accounts and are then use@yoggministrative expenses and to reduce our
future contributions to the Plan. Forfeited nonedsiccounts totaled $1.0 million and $0.7 millie®acember 31, 2007 and 2006,
respectively. During 2007, our contributions to Blan were reduced by $0.4 million from forfeitashmested accounts, and administrative
expenses totaling $0.1 million were paid from fae@ nonvested accounts.

Our contributions to the ESOP totaled $7.5 milli$6,4 million and $6.3 million in 2007, 2006 andB80respectively. At December 31,
2007, the ESOP owned 534,643 shares of our comtook. All shares held by the ESOP are treated tanding shares in both our basic
diluted earnings per share computations. At Dece®bg2007, we had not committed any shares t&EB®@P program.

Employee Home Ownership Ple

The Employee Home Ownership Plan (“EHOP”) is a liep&an that provides for the issuance of mortgkmgas at favorable interest
rates to eligible employees. Eligible employees ayagly for a fixed-rate mortgage, which is due paglable in either five or seven years on
their primary residence and is amortized over g9 period. Applicants must qualify for a loandtihgh the usual mortgage review and
approval process, which is typical of industry s@mls. The maximum loan amount cannot be greaaer80.0% of the lesser of the purchase
price or the appraised value. The interest ratthemote is written at the then market rate foe fpear (5/1) or seven year (7/1) mortgage loans
as determined by us. However, provided that théicgy continues to meet all the eligibility receiinents, including employment, the actual
rate charged to the borrower shall be up to 2.08vbthe market rate. The loan rate shall not bs tkan the greater of either the five-year
Treasury Note plus 25 basis points (for the fivanjean) or the average of the five year and 10 Yeaasury Note plus 25 basis points (for the
seven year loan) or the monthly Applicable FedRBate for mediunterm loans as published by the Internal Revenuei@&erThe loan rate wi
be fixed at the time of approval and locked in36rdays. We recognize as compensation expensggnegate dollar amount by which interest
charged to an employee under the EHOP is lesstligamarket rate of interest that would be chargedfcomparable loan. Compensation
expense attributable to loans issued under the EiH@P07, 2006 and 2005 was $0.5 million, $0.4iomlland $0.4 million, respectively.

The following table summarizes the activities dfEHHOP loans to employees for 2007 and 2006:

Year ended December 31

(Dollars in thousands) 2007 2006

Balance at the beginning of the y $ 35,56¢ $ 31,23¢
Loan proceeds disbursed for EH! 18,55¢ 10,38¢
Loan repayments for EHC (5,149 (6,05%)
Balance at the end of the ye $ 48,97¢ $ 35,56¢

SVB Qualified Investors Fund, LLC and SVB Qualifiethvestors Fund Il, LLC

SVB Qualified Investor Fund LLC, a $7.6 million iestment fund (“QIF”), was formed on behalf of carteligible employees. QIF was
initially fully capitalized by equity contributionsy employees. QIF’s principal purpose is to invest select number of private equity funds
managed primarily by SVB Financial or its affiliatérhe fund will continue until December 12, 20d8less terminated sooner or extended in
accordance with the fund operating agreement. 052@e formed SVB Qualified Investors Fund II, LL&L$5.1 million investment fund for
eligible employees (“QIF 11"), which is structuraimilarly to QIF. QIF Il will continue until
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April 8, 2018, unless terminated sooner or exteridextcordance with the fund operating agreemeatirig 2007, 2006, and 2005, we incut
fund administration costs of approximately $0.1liorl, $0.1 million and $0.2 million, respectivelgr both QIF and QIF II.

Deferred Compensation Pla

In October 2004, we established the Deferred Cosgten Plan (the “DC Plan”). The DC Plan becameaife on January 1, 2005.
Under the DC Plan, eligible employees may electei@r up to 25% of their base salary and/or up@#4 of any bonus payment to which they
are entitled, for a period of 12 consecutive monileginning January 1 and ending December 31. Hixecofficers and certain senior
managers are eligible to participate in the DC Pdandl any amounts deferred under the DC Plan wilhkested and administered by us (or
such person we designate). We do not match emplisfeerals to the DC Plan, nor do we make any athetributions to the DC Plan.
Deferrals under the DC Plan were $0.7 million, $tillion and $0.3 million in 2007, 2006 and 200&spectively. Gains on the DC Plan
investments in 2007, 2006 and 2005 were $177 tmoli$1 29 thousand and $20 thousand, respectively.

18. Related Parties
Loan Transactions

SVB Financial (the Parent) has a commitment undewalving line of credit facility to Gold Hill Veture Lending 03, LP, a venture debt
fund (“Gold Hill"), and its affiliated funds. SVBiRancial has a 9.3% effective ownership interestatd Hill, as well as a 90.7% majority
interest in its general partner, Gold Hill Ventlwending Partners 03, LLC. The line of credit bemmsnterest rate of prime plus one percent. In
January 2007, SVB Financial increased the revollimgyof credit facility to Gold Hill from a totatommitment amount of $40.0 million to
$75.0 million. Contemporaneously with the incre&®¢B Financial syndicated $35.0 million, or 46.66@%ihe total facility, to another lender.
The highest outstanding balance under the fadallityng 2007 was $59.0 million. At December 31, 2@@d 2006, Gold Hill's outstanding
balance totaled $31.5 million and $40.0 milliorspectively.

During 2007, the Bank made loans to related partietuding certain companies in which certain of directors or their affiliated
venture funds are beneficial owners of ten peroemtore of the equity securities of such compargesh loans: (a) were made in the ordinary
course of business, (b) were made on substanti@lgame terms, including interest rates and esHijtas those prevailing at the time for
comparable transactions with other persons, andida)ot involve more than the normal risk of cotlbility or present other unfavorable
features.

Fund Investments
Managed Fund

In 2000, we formed two venture investment fundsBSfrategic Investors Fund, LP (“SIF I") and SilicWalley BancVentures, LP
(“SVBV"). SIF | is a $121.8 million fund that primidy invests in private equity funds and SVBYV i$%6.1 million direct equity investment
fund that invests in privately-held companies. Bothds are managed by their respective generatg@aitwhich are whollpwned subsidiarie
of SVB Financial and hold a minority interest ire tespective funds. Certain of our directors hdse mvested in the funds and hold a minc
interest: Messrs. Hardymon (through his family tedi partnership) ($0.9 million) and Porter ($0.3lion) are limited partners of SIF |, and
Messrs. Hardymon (through his family limited parstep)
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($1.5 million) and Kramlich ($1.0 million) are lineid partners of SVBV. H.A. Schupf, a principal $teclder in 2007, is also a limited partner
in SVBV ($0.5 million).

In 2004, we created SVB Strategic Investors FupdRI(“SIF 11). SIF Il is a $175.0 million fund-efunds that invests primarily in
private equity funds. SIF Il is managed by its gahpartner, which is a wholly-owned subsidiarySMB Financial and holds a minority
interest in the fund. Certain of our directors haweested in SIF Il and hold a minority interestaalémited partner: Messrs. Hardymon (through
his family limited partnership) ($1.0 million) aftbrter ($0.1 million).

In 2006, we created SVB India Capital PartnersR (tSICP”), a $53.9 million direct equity investmédand that invests in privately-held
companies in India. SICP is managed by its genendher, which is a wholly-owned subsidiary of S#¥Bancial and holds a minority interest
in the fund. Certain of our directors have investe8ICP and hold a minority interest as a limipedtner: Messrs. Benhamou (through
Benhamou Global Ventures) ($0.3 million), Ported.@million), and Friedman (through his family &wugb0.1 million) and Messes. Krishnan
(through her family trust) ($0.3 million), and Raae($0.3 million). Mr. Schupf is also a limited pzer in SICP ($0.5 million).

In 2007, we created SVB Capital Partners Il, LPQP3"), a $90.1 million fund that invests in priedy held companies. SCPII is
managed by its general partner, a wholly-ownedididrg of SVB Financial, which holds a minority @rest in the fund. One of our directors
has invested in SCPII and holds a minority inteassa limited partner: Mr. Hardymon (through hisiig limited partnership) ($0.5 million).

Sponsored Funds

In 2003, Gold Hill Venture Lending 03, LP, a vergwebt fund, and certain affiliated funds (the “@Hblill Funds”) were created. The
total size of the Gold Hill Funds is approximat&®14.1 million. We have a majority interest in tieneral partner of the Gold Hill Funds, in
addition to being a limited partner in one of thel@Hill Funds. Our combined commitment total ie teneral partner and the Gold Hill Funds
is $20.0 million. Certain of our directors are alisoited partners of the Gold Hill Funds and holchmority interest: Mr. Hardymon (through
his family limited partnership) ($2.5 million) amdis. Rodeno ($0.2 million).

In 2005, Partners for Growth Il, LP, a special siton debt fund (“PFG II"), was created. The tatize of PFG Il is approximately $62.0
million. The general partner of PFG Il is not owragccontrolled by us. Certain of our directors also limited partners in PFG 1l and hold a
minority interest: Mr. Hardymon ($1.0 million) amds. Rodeno ($0.3 million).

Employee Fund

In 2007, the following individuals were executividicers who participated in QIF, each with indivedicommitment amounts ranging
between $0.1 million and $0.5 million: Messrs. Wit¢c Becker, Jack Jenkins-Stark (former Chief Finalrofficer), Kellogg, and Verissimo.
QIF is also a limited partner of, and holds a mitydnterest in, each of SIF | ($2.7 million), SIK$2.1 million) and SVBV ($2.0 million).

In 2007, the following individuals were executividicers who participated in QIF Il, each with inddual commitment amounts ranging
between $0.1 million and $0.3 million: Messrs. Wit¢c Becker, Jack Jenkins-Stark (former Chief Finalrofficer), Kellogg, and Verissimo,
and Messes. Dent and Lynda Ward Pierce (former ldéatliman Resources). QIF Il is also a limited partof, and holds a minority interes
each of SVB Strategic Investors Fund IIl, LP (“$IIF) ($1.0 million), SCPII ($0.75 million), SICP$0.5 million) and
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SIF 11 ($0.4 million). SIF 11l is a $255.5 milliofund-of-funds that invests primarily in private éguunds. SIF Il is managed by its general
partner, which is a wholly-owned subsidiary of S¥Bancial and holds a minority interest in the fund

Other Transactions

In May 2007, SVB Business Partners (Shanghai) Iad., a wholly-owned subsidiary of SVB FinanciaB{/B Shanghai”), amended its
agreement with New Enterprise Associates (Beijibty, (‘NEA Beijing”), under which SVB Shanghai prides business consulting services,
to increase its annual service fees to $87,000 ofiginal agreement was entered into in Octobel6Z00 a three year term. NEA Beijing is a
wholly-owned subsidiary of NEA Management CompdrtlyC, a company in which C. Richard Kramlich, a die of SVB Financial, has an
ownership interest.

19. Off-Balance Sheet Arrangements, Guarantees, and OtheroBhmitments

In the normal course of business, we use finamsatuments with off-balance sheet risk to meeffit@ncing needs of our customers.
These financial instruments include commitmentsxiend credit, commercial and standby letters edlity credit card guarantees and
commitments to invest in private equity fund inveehts. These instruments involve, to varying degrelements of credit risk. Credit risk is
defined as the possibility of sustaining a lossabse other parties to the financial instrumenttéaperform in accordance with the terms of the
contract.

Commitments to Extend Credit

A commitment to extend credit is a formal agreenterénd funds to a client as long as there isintation of any condition established
in the agreement. Such commitments generally haed £xpiration dates, or other termination clausesl usually require a fee paid by the
client upon us issuing the commitment. The follogviable summarizes information related to our commaits to extend credit at
December 31, 2007 and 2006:

December 31,

(Dollars in thousands) 2007 2006

Commitments available for funding ( $4,938,62!  $4,058,41.
Commitments unavailable for funding ( 726,35¢ 644,26:
Fixed interest rate commitmer 498,10: 611,68:
Maximum lending limits for accounts receivable fagtg arrangements (. $ 443,83" $ 468,08(

(1) Represents commitments which are availabléuioding, due to clients meeting all collateral, giance, and financial covenants
required under loan commitment agreeme

(2) Represents commitments which are unavailabléufading, due to clients not meeting all collatecampliance, and financial covenants
required under loan commitment agreeme

(3) We extend credit under accounts receivable fagamangements when our cli€’ sales invoices are deemed credit worthy ul
existing underwriting practice

Our potential exposure to credit loss for committega extend credit, in the event of nonperformamncéhe other party to the financial
instrument, is the contractual amount of the abglainused loan commitment. We use the same apgibval and monitoring process in
extending credit commitments as we do in making$od he actual liquidity needs and the credit tielt we have experienced have historic
been lower than the contractual amount of commitmgnextend credit because a significant portibthese commitments
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expire without being drawn upon. We evaluate eauthrgial borrower and the necessary collateralroimdividual basis. The type of collateral
varies, but may include real property, intellectoi@perty, bank deposits, or business and persmsaits. The potential credit risk associated
with these commitments is considered in managementluation of the adequacy of the liability fefunded credit commitments. At
December 31, 2007 and 2006, our reserve for unflindedit commitments totaled $13.4 million and $lrhillion, respectively.

Commercial and Standby Letters of Credits

Commercial and standby letters of credit representitional commitments issued by us on behalf dfent to guarantee the
performance of the client to a third party whenaerspecified future events have occurred. Comrakletters of credit are issued primarily
inventory purchases by a client and are typicdilyrsterm in nature. We provide two types of stantifiters of credit: performance and
financial standby letters of credit. Performan@ndby letters of credit are issued to guarante@einfrmance of a client to a third party when
certain specified future events have occurred aagamarily used to support performance instrursenich as bid bonds, performance bonds,
lease obligations, repayment of loans, and pashdtiees. Financial standby letters of credit ameditional commitments issued by us to
guarantee the payment by a client to a third plagyeficiary) and are primarily used to support ynpes of domestic and international
payments. These standby letters of credit havel fesiration dates and generally require a feeetpdid by the client at the time we issue the
commitment. Fees generated from these standbydetteredit are recognized in noninterest incower the commitment period using the
straight-line method.

The credit risk involved in issuing letters of citdd essentially the same as that involved witteasling credit commitments to clients,
and accordingly, we use a credit evaluation proaesdscollateral requirements similar to those fedd commitments. Our standby letters of
credit often are cash secured by our clients. Theshliquidity needs and the credit risk that veedr experienced historically have been lower
than the contractual amount of letters of crediiél because a significant portion of these canditicommitments expire without being dre
upon.

The table below summarizes our commercial and btatetters of credit at December 31, 2007. The maxn potential amount of future
payments represents the amount that could be ezittder letters of credit if there were a totdhdk by the guaranteed parties, without
consideration of possible recoveries under recomraeisions or from the collateral held or pledged.

Expires In One Expires After Total Amount
Maximum Amount
(Dollars in thousands) Year or Less One Year Qutstanding Of Future Payments
Financial standby letters of cre $ 599,45; $  47,94¢ $ 647,40( $ 647,40(
Performance standby letters of cre 21,44 7,44 28,88t 28,88t
Commercial letters of crec 7,64 1,02( 8,66¢ 8,66¢
Total $ 628,53t $ 56,41% $ 684,95: $ 684,95.

At December 31, 2007 and 2006, deferred fees retaténancial and performance standby lettersreflit were $3.8 million and
$3.9 million, respectively. At December 31, 200Gljateral in the form of cash and investment se¢i@sgiavailable to us to reimburse losses, if
any, under financial and performance standby etiécredits was $278.0 million.
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Credit Card Guarantees

The Bank, as a financial provider, routinely guaeas credit cards for some of our customers that baen provided by an unaffiliated
financial institution. The Bank has recourse agatims customer for any amount it is required to fag third party in the event of default un
these arrangements. These guarantees are sublleetdame credit policies, underwriting standardsapproval process as loans made by the
Bank. Certain of these amounts are secured byficatéis of deposit and other assets, which the Baskrights to in the event of
nonperformance by customers. The total amountesfelyuarantees were $81.8 million at December@®X7.2t is not considered probable that
material losses would be incurred by the Bank @salt of these arrangements. Credit card feeketb#6.8 million, $4.6 million and
$3.7 million in 2007, 2006 and 2005, respectively.

Commitments to Invest in Private Equity Funds

We make commitments to invest in private equitydsinwhich in turn make investments generally inpssome cases make loans to,
privately held companies. Commitments to inveghase funds are generally made up to a ten-yeardofrom the inception of the fund. The
timing of future cash requirements to fund such eotments is generally dependent upon the investmyie, overall market conditions, and
the nature and type of industry in which the pelatheld companies operate. The following tablaitebur total capital commitments and our
unfunded commitments at December 31, 2007.

Our Unfunded

Our Ownership in Limited Partner (Dollars in thousands) g)ur:\rcr:\ﬁmt;rl\t Commitment Our Ownership
Silicon Valley BancVentures, L $ 6,00( $ 66C 10.7%
SVB Capital Partners I, LP (. 1,20¢ 96( 5.1
SVB Strategic Investors Fund, | 15,30( 2,29¢ 12.€
SVB Strategic Investors Fund I, L 15,00( 7,65( 8.€
SVB Strategic Investors Fund IlI, L 15,00( 12,00( 5.¢
Partners for Growth, L 25,00( 9,75( 50.C
Partners for Growth I, LI 15,00( 9,52t 242
Gold Hill Venture Lending 03, LP (Z 20,00( 3,821 9.2
SVB India Capital Partners I, L 7,50( 6,00( 13.¢
Other Fund Investments ( 237,92t 171,82 —%
Total $ 357,92¢ $ 224,48t

(1) Includes 1.3% direct ownership in SVB Capital Pargnll, LP through SVB Capital Partners Il, LLC da®8% indirect ownershi
through our investment in SVB Strategic Investanadril, LP.

(2) Includes 4.8% direct ownership in Gold Hill Venturending 03, LP and its parallel funds. In additiorcludes 4.5% indirect ownerst
interest through Gold Hill Venture Lending Partné3, LLC.

(3) Represents commitments to 324 private equity furttksre our ownership interest is less than

20. Fair Value of Financial Instruments

SFAS No. 107Disclosures about Fair Value of Financial Instrune(fSFAS No. 107"), requires that we disclose esteddiair values
for our financial instruments. Fair value estimatasthods and assumptions, set forth below fofinancial instruments, are made solely to
comply with the requirements of SFAS No. 107.
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Fair values are based on estimates or calculaibtiee transaction level using present value teghes in instances where quoted market
prices are not available. Because broadly tradetteteado not exist for many of our financial instrents, the fair value calculations attempt to
incorporate the effect of current market conditiaha specific time. Fair valuations are managemestimates of the values, and they are
calculated based on current pricing policies, t@nemic and competitive environment, the charasties of the financial instruments, expec
losses, and other such factors. These calculagiensubjective in nature, involve uncertainties aradters of significant judgment, and do not
include tax ramifications; therefore, the resuiarot be determined with precision or substantiatedomparison to independent markets, and
they may not be realized in an actual sale or imatedettlement of the instruments. There may berant weaknesses in any calculation
technique, and changes in the underlying assungptisad, including discount rates and estimatestofd cash flows, could significantly affi

the results. For all of these reasons, the aggoegat the fair value calculations presented hedgias not represent, and should not be
construed to represent, the underlying value ofQbmpany.

The following describes the methods and assumptised in estimating the fair values of financiatioments.
Short-Term Financial Assets

Short-term financial assets include cash on haash balances due from banks, interest-earning depsscurities purchased under
agreement to resell and other short-term investserurities. The carrying amount is a reasonabimate of fair value because of the
insignificant risk of changes in value due to argior purchased maturity dates of generally 9Gdayless.

Investment Securitie—Marketable

Marketable investment securities classified aslalla-for-sale are carried at fair value, whicthased on quoted market prices provided
by known and reputable pricing services or dealetes.

Investment Securitie—Non-Marketable

We record our wholly owned non-marketable privajaity fund investments and other private equityestiments on a cost basis less any
identified other than temporary impairment. For dinect equity venture funds, our funds of fundd anr consolidated venture debt fund, we
record the non-marketable investments using investrmompany fair value accounting rules.

Loans

The fair value of fixed and variable rate loanestimated by discounting contractual cash flowsgisliscount rates that reflect our
current pricing for loans and the forward yieldair

Derivatives Financial Instruments
The fair values of derivatives are presented ineNiet (Derivative Financial Instruments).
Other Assets and Other Liabilities

Other assets include foreign currency exchangeacistpurchased and other liabilities include fgmeturrency exchange contracts sold,
which are carried at fair value based on currentricy exchange rates.
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Deposits

The fair value of deposits with no stated matustych as noninterest-bearing demand depositsesitbearing checking accounts and
money market accounts is equal to the amount payabdemand at the measurement date. The fair vllirae deposits is estimated by
discounting the balances using our cost of borrg&iand the forward yield curve over their remairgngtractual term.

Short-Term Borrowings

Short-term borrowings include federal funds pureldasecurities sold under repurchase agreementSHiInB advances. The carrying
amount is a reasonable estimate of fair value lsecafithe relatively short time between the origoraof the instrument and its contractual
maturity.

Long-Term Debt

Long-term debt includes our contingently convedibebt, junior subordinated debentures, senioisabdrdinated notes, and other long-
term debt (see Note 12 (Short-Term Borrowings aodg=Term Debt)). The fair value of lorigem debt is based on quoted market prices,
available, or is estimated based on calculatiottizing third-party pricing services and currentnket spread, price indications from reputable
dealers or observable market prices of the undeylyistrument(s), whichever is deemed more reliable

Off-Balance Sheet Financial Instruments

The fair value of unfunded commitments to exteretlitris estimated based on the average amount wlweceive or pay to execute a
new agreement with identical terms, consideringenrinterest rates and taking into account theaieimg terms of the agreement and
counterparties’ credit standing.

Letters of credit are carried at their fair valudjch is equivalent to the residual premium orde®ecember 31, 2007 and 2006.
Commitments to extend credit and letters of crigghitcally result in loans with a market interesterd funded.

Limitations

The information presented herein is based on pertimformation available to us as of December2807 and 2006. Although
management is not aware of any factors that waghifgcantly affect the estimated fair value amajrdguch amounts have not been
comprehensively revalued since the most recentgrdrand the estimated fair values of these fimhimstruments may have changed
significantly since that point in time.
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The following table is a summary of the estimateid Yalues of our financial instruments, excludgfprt-term financial assets and short-
term borrowings, for which carrying amounts appneaie fair value, and for foreign currency exchaogetracts purchased and sold,

marketable investment securities, non-marketablesiment securities accounted for under investrm@mipany fair value accounting
guidelines and derivative financial instrumentsjchitare carried at fair value at December 31, 280F 2006.

December 31,

2007 2006
Carrying Estimated Carrying Estimated
(Dollars in thousands) Amount Fair Value Amount Fair Value
Financial assets
Investment securiti-nor-marketable $ 88,06: $ 89,36¢ $ 72,10¢ $ 70,08¢
Loans, ne 4,104,43 4,156,001 3,439,65! 3,462,91.
Financial liabilities:
Deposits 4,611,20:; 4,607,06: 4,057,62! 4,053,43!
5.70% senior note 259,70t 248,64 — —
6.05% subordinated not 261,09¢ 241,72° — —
Contingently convertible del 149,26¢ 224.,41: 148,44 207,72:
7.0% junior subordinated debentu 52,51 42,88 51,35¢ 51,44
Other lon¢-term debt 152,66¢ 152,66¢ 152,66¢ 152,66¢
Off-balance sheet financial asse
Commitments to extend cret $ — $ 18,04: $ — $ 15,82¢

21. Regulatory Matters

The Company and the Bank are subject to variousasgy capital adequacy requirements administbsethe Federal Reserve Board
and the California Department of Financial Instdons (“DF1”). The Federal Deposit Insurance CorioraImprovement Act of 1991
(“FDICIA”") required that the federal regulatory amges adopt regulations defining five capital tiEnsbanks: well capitalized, adequately
capitalized, undercapitalized, significantly undmgitalized and critically undercapitalized. Failtoemeet minimum capital requirements can
initiate certain mandatory and possibly additiogiatretionary actions by regulators that, if undleen, could have a direct material effect on
our consolidated financial statements.

Quantitative measures, established by the regsl&ognsure capital adequacy, require that SVBrigiahGroup and the Bank maintain
minimum ratios (set forth in the table below) opital to risk-weighted assets. There are threegoates of capital under the guidelines. Tier 1
capital includes common stockholders’ equity, dyalg preferred stock and trust preferred secigjtiess goodwill and certain other
deductions (including the unrealized net gainslasdes, after applicable taxes, on securities aviailfor-sale carried at fair value). Tier 1
capital must comprise at least half of total cdpiféer 2 capital includes preferred stock not dfyalg as Tier 1 capital, subordinated debt, the
allowance for credit losses and net unrealizedggammarketable equity securities, subject to &tiohs by the guidelines. Tier 3 capital
includes certain qualifying unsecured subordinakeiot.

Under these capital guidelines, the minimum tasl-based capital ratio and Tier 1 risk-based e&pittio requirements are ten percent
and six percent, respectively, of risk-weightecetsand certain off-balance sheet items, for a-vsgiitalized depository institution.

The Federal Reserve Board has also establishednommicapital leverage ratio guidelines for state tmenbanks. The ratio is determir
using Tier 1 capital divided by quarterly averaggltassets. The guidelines require a minimumwa fiercent, for a well-capitalized depository
institution.
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The most recent notification from the Federal Res&oard categorized the Bank as well-capitalizedier the FDICIA prompt
corrective action provisions applicable to banksefe are no conditions or events since that natifia that management believes have
changed the Bank’s category.

The following table presents the capital ratiostfe Company and the Bank under federal regulaoigelines, compared to the
minimum regulatory capital requirements for an adeegly capitalized depository institution, as ofcBeber 31, 2007 and 2006:

Capital Adequacy

Capital Adequacy Minimum Capital

(Dollars in thousands) Actual Ratio Actual Amount Minimum Ratio Requirement
December 31, 2007
Total risk-based capital ratic

SVB Financial Grouj 16.02% $ 1,044,91i 8.C% $ 521,92.

Bank 14.5% $ 915,64¢ 8.C% $ 504,85¢
Tier 1 risk-based capital ratic

SVB Financial Grouj 11.0%% $ 722,00¢ 4.C% $ 260,96:

Bank 9.41% $ 593,82: 4.C% $ 252,42
Total 1 leverage ratic

SVB Financial Grouj 11.91% $ 722,00¢ 4.C% $ 242,45¢

Bank 10.1% $ 593,82: 4.C% $ 233,01t
December 31, 2006
Total risk-based capital ratic

SVB Financial Grouj 13.9%% $ 757,36( 8.C% $ 434,21;

Bank 12.8(% $ 667,55¢ 8.C% $ 417,29¢
Tier 1 risk-based capital ratic

SVB Financial Grouj 12.3% $ 669,92( 4.C% $ 217,10t

Bank 11.7% $ 610,24. 4.C% $ 208,64
Total 1 leverage ratic

SVB Financial Grouj 12.4¢% $ 669,92( 4.C% $ 215,08

Bank 11.8% $ 610,24. 4.% $ 206,35!

22. Stockholders Rights Plan

Our Board of Directors (the “Board”) has approved adopted a stockholders’ rights plan to, amoherthings, protect our
stockholders from coercive takeover tactics. Theerud stockholders’ rights plan is in effect throutanuary 31, 2014 (the “Rights Plan”).

Under the Rights Plan, each stockholder of recortlovember 9, 1998 received a dividend of one rfghiRight”) for each outstanding
share of common stock of the Company. The Riglgsatiached to, and presently only traded with,eshaf the Company’s common stock and
are not currently exercisable. Except as spec@dw, upon becoming exercisable, each Right wilitie the holder to purchase from us
1/1000th of a share of the Company’s Series A &lpdiing Preferred Stock at a price of $100.00gbere.

The Rights will be exercisable on the tenth {)(®usiness day (or such later date as is deternfipexir Board) following the
announcement that a person or group (other tha@aongpany, its subsidiaries or their employee bépéins) has acquired or announces a
tender or exchange offer to acquire beneficial aalmie of 15% or more of the Company’s common stéick.person or group acquires
beneficial ownership of 15% or more of the Comparggmmon stock, each Right will then be exercisédslshares of common stock havin
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value equal to two times the exercise price oRight. Similarly, in the event the Company is acgdiin a merger or other business
combination transaction or 50% or more of our ctidated assets or earning power are sold folloveingh time as a person or group has
acquired beneficial ownership of 15% or more of @menpany’s common stock, the rights will be exeable for shares of the acquirer or its
parent having a value equal to two times the egergrice of the Right.

At any time on or prior to the close of businesstmearlier of (i) the fifth day following a publannouncement that a person or group
(other than the Company, its subsidiaries or theiployee benefit plans) has acquired beneficialesship of 15% or more of the Company’s
outstanding common shares (or such later date gbmdetermined by action of the Board and pubkinounced) or (ii) January 31, 2014,
we may redeem the Rights in whole, but not in rg price of $0.001 per Right, subject to adj&stn

23. Segment Reporting

SFAS No. 131Disclosures about Segments of an Enterprise andt&elInformation(*"SFAS No. 131"), requires that we report certain
financial and descriptive information about ouragpble operating segments, as well as relatedodises about products and services,
geographic areas and major customers. Our repertgigrating segments results are regularly reviemtechally by our chief operating
decision maker (“CODM”) when evaluating segmenfq@nance and deciding how to allocate resourcesraadsessing performance. Our
CODM is our Chief Executive Officer (“CEO”).

For management reporting purposes, we offer climésicial products and services through four syt operating segments:
Commercial Banking, SVB Capital, SVB Alliant, andh®@r Business Services. In July 2007, we reaclagtision to cease operations at SVB
Alliant. Our Other Business Services group inclug®® Global, SVB Private Client Services, SVB Antadg and SVB Wine Division. Incorn
generated by banking services and financial saistjrovided to private equity clients is includexier the Commercial Banking segment
effective January 1, 2007. Prior to January 1, 2@0¥as included under the SVB Capital segmerdoine generated by the SVB Wine
Division is included under the Other Business Smwisegment effective July 1, 2007. Prior to Jul0D7, it was included under the
Commercial Banking segment. All prior period amaumave been reclassified to conform to currengepresentations.

Unlike financial reporting, which benefits from themprehensive structure provided by GAAP, therivdkprofitability reporting proce:
is highly subjective, as there is no comprehensiudhoritative guidance for management reporting. @anagement reporting process
measures the performance of our operating segrbastxl on our internal operating structure and tisiecessarily comparable with similar
information for other financial services companiesaddition, changes in an individual client’srpary relationship designation have resulted,
and may in the future result, in the inclusion eftain clients in different segments in differeetipds.

An operating segment is separately reportablegikiteeds any one of several quantitative threstepdsified in SFAS No. 131. Of our
operating segments, only Commercial Banking, SVBitahand SVB Alliant were determined to be repblgasegments as of December 31,
2007. SVB Global, SVB Private Client Services, SKiBalytics, and SVB Wine Division did not meet theparate reporting thresholds and
result, in the table below, have been aggregatadcmlumn labeled “Other Business Services” fonset reporting purposes. Previously, the
Other Business Services segment included Recogditims, as described below. All prior period antsurave been reclassified to conform to
current period presentations.

The Reconciling Items column reflects certain othesiness service units that did not meet the sépaeporting thresholds, and those
adjustments necessary to reconcile the resultseodperating segments based on
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our internal profitability reporting process to tbensolidated financial statements prepared inaromity with GAAP. Our CODM allocates
resources to and assesses the performance of pactting segment based on net interest incomentesast income and noninterest expense,
which are presented as components of segment opepabfit or loss before income taxes. Net inteiresome, our primary source of revenue,
is reported, net of funds transfer pricing (“FTHPYP is an internal measurement framework desigmedsess the financial impact of a
financial institution’s sources and uses of furltlis the mechanism by which an earnings credjfiven for deposits raised and an earnings
charge is made for funded loans. In addition, weieate assets based on average balances; thepddog-end asset balances are not
presented for segment reporting purposes. We haiveeached reportable levels of revenue, net inconassets outside the United States and
as such we do not present geographic segment iafamm

Our Commercial Banking Business Group is compriettie Bank and its subsidiaries. Through this segimwve provide commercial
banking products and services to clients in thbrietogy, life science and private equity industri®&® serve private equity firms, as well as
corporate clients in all stages of maturity randirmgn emerging-growth companies to establishedigpei and public companies. We define
“emerging-growth” clients as companies in the stgror early stages of their life cycles. These pamnies tend to be privately held and backed
by venture capital; they generally have few empésyeare primarily engaged in research and developrave brought relatively few produ
or services to market and have little or no reveng contrast, we define “established” or “middbarket” clients as companies that tend tc
more mature. These companies may be publicly tradddare more established in the markets in wihefp participate.

SVB Capital focuses on the business needs of éuaitprequity clients, with whom we have establishad maintain relationships
domestically and internationally. Through this segith we focus primarily on funds management, a$ agetieveloping strategic business
relationships with the private equity communitiesparticular the venture capital community. Funenaged or sponsored by SVB Capital
invest in portfolio companies and other funds. §heup manages six private equity funds and ovelig@estments, including our investments
in several sponsored debt funds. These sponsolgdutels include Gold Hill Venture Lending 03, LRdaits parallel funds, which primarily
provide secured debt, typically to emerging-groualtants in their earliest stages; and the Partfeer&rowth funds, which are special situation
debt funds that provide secured debt primarilyighér-risk, more established middle-market clienttheir later stages.

SVB Alliant, a broker-dealer registered with theCS&nd a member of the Financial Industry Regulagarghority (“FINRA”), was our
investment banking division, which provided advisservices in the areas of mergers and acquisjt@mrporate finance, strategic alliances
private placements. In 2005, we established SViEaAllEurope Limited, a subsidiary of SVB Financ&abup based in London, England, in
order to provide investment advisory services tmganies in Europe. SVB Alliant Europe Limited conmoed full operations on May 2, 20(
when it received its license from the FinanciaVBess Authority, an independent body that regul#itesfinancial services industry in the
United Kingdom. In July 2007, we announced thathad reached a decision to cease operations at Siéithand SVB Alliant Europe
Limited. We elected to have SVB Alliant completinaited number of client transactions before fiaalg its shut-down. As of the date of this
report, all such client transactions have been deieg. Other than the completion of widdwn activities, we expect to cease operationhb
end of the first quarter of 2008.

Other Business Services includes SVB Global, SMBa®e Client Services, SVB Analytics and SVB WinwiBion. SVB Global include
our foreign subsidiaries, which facilitate our olig' global expansion into major technology centesund the world. SVB Global provides a
variety of services, including consulting and besiservices, referrals, and knowledge sharingeliss identifying business opportunities
us. SVB
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Private Client Services provides a wide range eflitrservices to high-net-worth individuals usingtblong-term secured and short-term
unsecured lines of credit. SVB Private Client Ssggihelps our clients meet their cash managemedsn®y providing deposit account
products and services, including checking accowlgpgpsit accounts, money market accounts, andicatgis of deposit. SVB Analytics
provides solutions to address the valuation neédsroclient companies. SVB Analytics includes efprer, a company that provides equity
ownership data management services. SVB Analytigsieed a controlling interest in eProsper in Aug206. SVB Wine Division focuses on
providing banking and financial products and segsito our premium wine industry clients.
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Our segment information as of and for the yeargdrdecember 31, 2007, 2006 and 2005 is as follows:

Other

Commercial SVB SVB Business  Reconciling
(Dollars in thousands) Banking Capital Alliant Services Iltems Total
Year Ended December 31, 200
Net interest incom $ 339,86. $ 64 $ 854 $ 3524 $ 4,327 $ 380,93
Provision for loan losses ( (11,01¢) — — (1,236 (4,584 (16,83¢)
Noninterest income (2 138,46t 20,76: 14,14: 7,601 40,41 221,38
Noninterest expense, excluding impairment of godd®) (241,719 (14,617 (14,919 (45,059 (12,967) (329,26Y)
Impairment of goodwil — — (17,209 — — (17,20¢)
Minority interest in net income of consolidatedilétes — — — — (28,59¢) (28,59¢)
Income (loss) before income tax expense $ 225590 $ 6,797 $ (17129 $ (3,450 $ (1,407 $ 210,41
Total average loar $ 267932, $ — % — $ 807,77. $ 35,23 $3,522,32
Total average assets | 4,217,22: 292,44¢ 53,367 907,35 549,72: 6,020,11
Total average deposi 3,689,47: — — 257,20¢ 15,57 3,962,26!
Goodwill at December 31, 20( $ — % — $ — % 4,09: $ — $ 4,092
Year Ended December 31, 2006
Net interest incom $ 296,72 $ 772 $ 75z $ 3337 $ 20,84: $ 352,45
(Provision for) recovery of loan losses (6,30€) — — 2,391 (5,967) (9,877)
Noninterest income (% 103,42: 10,25¢ 11,64( 4,011 11,87 141,20t
Noninterest expense, excluding impairment of godd®) (223,709) (10,32¢) (22,800) (32,21)) (15,029 (304,069
Impairment of goodwil — — (18,439 — — (18,439
Minority interest in net income of consolidatediléftes — — — — (6,30¢) (6,30¢)
Income (loss) before income tax expense $ 170,13: $ 70z $ (28,84) $ 7,561 $ 542 $ 154,97
Total average loar $ 213490 $ — % — $ 71551 $ 31,67: $2,882,08
Total average assets | 4,161,08! 212,45: 67,50:¢ 801,08° 145,30: 5,387,43!
Total average deposi 3,677,141 — — 222,44¢ 22,26¢ 3,921,85
Goodwill at December 31, 20( $ — % — $ 17,20 $ 409: $ — $  21,29¢
Year Ended December 31, 200
Net interest incom $ 23691 $ 81¢ $ 33 $ 2681 $ 34,400 $ 299,29:
Recovery of (provision for) loan losses 99¢€ — — (2,189 954 (237)
Noninterest income (Z 86,757 4,40¢ 22,06¢ 3,61¢ 65( 117,49!
Noninterest expense ( (181,93) (10,93%) (22,575 (27,507 (16,90¢) (259,86()
Minority interest in net income of consolidatedilé&tes — — — — (3,396 (3,396
Income (loss) before income tax expense $ 142,73 $ (5,719 $ 175 $ 746 $ 15,70 $ 153,29
Total average loar $ 1,736,27. $ — % — $ 62495 $ 7,13 $2,368,36.
Total average assets | 4,405,63! 148,28: 74,49¢ 674,63t (113,27) 5,189,77
Total average deposi 3,956,211 — — 186,10! 24,16 4,166,47
Goodwill at December 31, 20( $ — $ — $ 3563 $ — % — $ 35,63¢

(1) For segment reporting purposes, we reportaget tharge-offs as the provision for or recoveripah losses. Thus, the Reconciling Items colunstuttes $4.6 million and $6.0 million
in net loan charge-offs for 2007 and 2006, respekti and $1.0 million in net loan recoveries f@08, which represents the difference between raet éarge-offs and the provision

for loan losses

(2) Noninterest income presented in the Commercial Bangegment includes warrant income of $25.5 nmilli$10.5 million and $11.8 million in 2007, 2006da2D05, respectively

(3) The Commercial Banking segment includes didegireciation and amortization of $3.8 million, $&Rlion, and $2.0 million in 2007, 2006 and 200&spectively. Due to the
complexity of our cost allocation model, it is fieasible to determine the exact amount of the remgidepreciation and amortization expense allactiehe various business
segments (totaling approximately $12.3 million,2bgrillion and $5.8 million in 2007, 2006 and 20@&spectively)

(4) The internal reporting model used by managertteassess segment performance does not calcakagxpense by segment. Our effective tax rateémsonable approximation of the

segment rate:

(5) Total Average Assets equals the greater of totatame assets or the sum of total deposits andstmizkholder’ equity for each segmer
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SVB FINANCIAL GROUP AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS—(Con tinued)
24. Parent Company Only Condensed Financial Informatior

The condensed balance sheets of SVB Financial eebeer 31, 2007 and 2006, and the related condetestetnents of income and cash
flows for 2007, 2006 and 2005, are presented below.

Condensed Balance Sheets

December 31

(Dollars in thousands) 2007 2006
Assets

Cash and due from ban $ 539 $ 6,28
Securities purchased under agreement to reselbtied shor-term investment securitie 39,49¢ 4,50(
Investment securitie 82,31: 83,43t
Loans, net of unearned incor 31,35¢ 39,79(
Other asset 58,43¢ 54,757
Investment in subsidiarie

Bank subsidian 587,21 592,20t
Nonbank subsidiarie 102,99( 95,62
Total asset $907,19. $ 876,59¢
Liabilities and Stockholde’ Equity:

Shor-term borrowings $ — $ 9,86¢
Contingently convertible del 149,26¢ 148,44:
Junior subordinated debentu 52,51 51,35¢
Other liabilities 28,75¢ 38,42:
Total liabilities 230,53¢ 248,08
Stockholder equity 676,65: 628,51
Total liabilities and stockholde’ equity $907,19. $ 876,59t

Condensed Statements of Income

Year ended December 31,

(Dollars in thousands) 2007 2006 2005

Interest incom $ 4,64¢ $ 5,031 $ 3,762
Interest expens (5,679 (4,087) (3,519
Dividend income from bank subsidiary | 180,00( 100,00( 70,00(
Gains on derivative instruments, | 21,52¢ 9,75¢ 3,87¢
Gains (losses) on investment securities, 2,55¢ (558) (2,339
General and administrative expen (47,149 (29,18)) (12,699
Income tax benefi 8,321 6,39¢ 5,024
Income before net income of subsidial 164,22: 87,36( 64,10¢
Equity in undistributed net income (loss) of nonkanbsidiarie: (2,320 (13,039 767
Equity in undistributed net (loss) income of banksidiary (38,265 15,05¢ 27,66
Net income $123,63! $ 89,38! $ 92,53

(1) Certain dividends paid in 2004 were in excess efdimount permitted under the DFI guidelines. Tioegefin 2005 SVB Financial wk
required by the DFI to repatriate $28.4 milliontieé 2004 dividend to the Bar
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SVB FINANCIAL GROUP AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS—(Con tinued)

Condensed Statements of Cash Flows

Year ended December 31,

(Dollars in thousands) 2007 2006 2005
Cash flows from operating activities:
Net income $ 123,63t $ 89,38t $ 92,53
Adjustments to reconcile net income to net cashigeal by operating activitie:
Gains on derivative instruments, | (21,524 (9,759 (3,875
(Gains) losses on investment securities, (2,55¢) 55¢ 2,33¢
Net income (loss) of bank subsidie 38,26¢ (15,059 (27,664
Net income (loss) on nonbank subsidia 2,32( 13,03: (767)
Decrease (increase) in other as: 17,84 1,171 (4,167
(Decrease) increase in other liabilit (9,667) 14,33: 6,47
Increase in payable to Ba — (26,45¢) (2,91¢)
Other, ne 25,46 31,61¢ 7,79
Net cash provided by operating activities 173,78! 98,82« 69,751
Cash flows from investing activities:
Net decrease (increase) in investment secu 21,79¢ (3,25€) 19,26¢
Net decrease (increase) in lo: 8,43¢ (25,06 (23,15¢)
Investment in bank subsidiari (42,009 (39,78)) (30,000
Investment in nonbank subsidiar (9,687) (3,550 (20,642)
Net cash used for investing activitie (21,460 (71,65)) (44,539
Cash flows from financing activities:
(Decrease) increase in borrowings, (9,869 9,86¢ (9,339
Proceeds from issuance of common st 31,21: 33,87: 18,62¢
Repurchases of common stc (146,75 (103,759 (77,669
Tax benefit of sha-based compensatic 7,18¢ 12,034 —
Net cash used for financing activitie: (118,227) (47,989 (68,370
Net increase (decrease) in cash and cash equis 34,10: (20,81¢) (43,14
Cash and cash equivalents at beginning of 10,78 31,59¢ 74,74¢
Cash and cash equivalents at end of $ 44,88¢ $ 10,78: $ 31,59¢

25. Subsequent Event:

For the period January 1, 2008 through Februar2@68, we repurchased 474,628 shares of our constock at a total cost of $22.2
million. As of close of business, February 26, 200B27.5 million of our common shares may stilirepurchased under our current common
stock repurchase program.
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SVB FINANCIAL GROUP AND SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS—(Con tinued)

26. Unaudited Quarterly Financial Data

Our supplemental consolidated financial informafioneach three month period in 2007 and 2006 sirfellows:

Three months endec

(Dollars in thousands, except per share amounts) March 31, June 30, September 3C December 31
2007:
Interest incom $105,96t $109,73: $ 113,17: $ 114,51¢
Interest expens (12,602 (15,159 (17,469 (17,239
Net interest incom 93,36¢ 94,57¢ 95,70¢ 97,28t
(Provision for) recovery of loan loss 407 (8,11%) (3,155 (5,977
Noninterest incom 47,46 55,70( 65,03« 53,18¢
Noninterest expens (82,11 (97,91¢ (82,959 (83,47
Minority interest in net income of consolidatedilétes (10,35¢) (5,82%) (10,459 (1,957
Income before tax expen 48,75¢ 38,41¢ 64,17( 59,06¢
Income tax expens (20,369 (15,559 (26,059 (24,809
Net income $ 28,39: $ 22,86t $ 38,11¢ $ 34,26¢
Earnings per common sh—basic $ 0.8 $ 0.67 $ 1.12 $ 1.04
Earnings per common sh—diluted $ 0.7¢€ $ 0.61 $ 1.0¢ $ 0.9¢
Goodwill at period en $ 21,29¢ $ 4,09 $ 4,09 $ 4,09
2006:
Interest incom $ 89,40t $ 93,13( $ 100,30:¢ $ 104,80(
Interest expens (5,526 (7,36¢) (10,496 (11,799
Net interest incom 83,87¢ 85,76 89,80¢ 93,00¢
(Provision for) recovery of loan loss 2,47¢ (4,607) (2,767) (4,982)
Noninterest incom 23,40: 40,97¢ 30,96¢ 45,85¢
Noninterest expens (70,68%) (93,639 (75,00 (83,170
Minority interest in net (income) losses of condatied affiliates (244) (5,819 91¢ (1,169
Income before tax expen 38,82: 22,68¢ 43,92 49,54¢
Income tax expens (16,749 (9,097) (18,75)) (21,196
Net income before cumulative effect of change iooaating principle 22,07¢ 13,59« 25,17( 28,35(
Cumulative effect of change in accounting principlet of tax 192 — — —
Net income $ 22,27: $ 13,59 $ 25,17( $ 28,35(
Earnings per common share—basic, before cumulaffeet of change in

accounting principl $ 0.6 $ 0.3¢ $ 0.7: $ 0.8¢
Earnings per common sh—diluted, before cumulative effect of change

accounting principli $ 0.57 $ 0.3¢ $ 0.6¢ $ 0.77
Earnings per common sh—basic $ 0.6: $ 0.3¢ $ 0.7: $ 0.8t
Earnings per common sh—diluted $ 0.5¢ $ 0.3¢€ $ 0.6¢ $ 0.77
Goodwill at period en $ 35,63¢ $ 21,29¢ $ 21,29¢ $ 21,29¢
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SVB FINANCIAL GROUP AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS—(Con tinued)

27. Legal Matters

On October 4, 2007, a consolidated class actionfiteakin the United States District Court for tB@entral District of California,
purportedly on behalf of a class of investors whechased the common stock of Vitesse Semicond@uguoration (“Vitesse”)The complair
asserted claims under Sections 10(b) and 20(decBécurities Exchange Act of 1934, as amendedhstg4tesse, the Bank and other named
defendants in connection with alleged fraudulenbgaition of revenue by Vitesse, specifically widspect to sales of certain accounts
receivable to the Bank. The relief sought undercttraplaint included rescission of the Vitesse shaedd by plaintiffs and other class meml
or the appropriate measure of damages, as wetlegdgment and post-judgment interest and certs,fcosts and expenses. On January 28,
2008, the court dismissed with prejudice all claagainst the Bank under the action.

Additionally, certain lawsuits and claims arisimgthe ordinary course of business have been fitedepending against us or our
affiliates. Based upon information available to augr, review of such claims to date and consultatitth our outside legal counsel, manager
believes the liability relating to these actiorigny, will not have a material adverse effect an liguidity, consolidated financial position,
and/or results of operations. Where appropriateyeadetermine, we establish reserves in accordaitbeSFAS No. 5. The outcome of
litigation and other legal and regulatory mattsrnherently uncertain, however, and it is possibé one or more of the legal or regulatory
matters currently pending or threatened could lzarmaterial adverse effect on our liquidity, condated financial position, and/or results of
operation.

146



Table of Contents

ltem 9. Changes in and Disagreements with Accountants on Acunting and Financial Disclosure
None.

Item 9A.  Controls and Procedures

() Disclosure Controls and Procedurt

Disclosure controls and procedures are the cordiradisother procedures that are designed to ensatrenformation required to be
disclosed in the reports that the Company filesulbmits under the Securities Exchange Act of 1884mended (the “Exchange Act”) is
recorded, processed, summarized, and reportedwtithitime periods specified in the SEC rules anoh§. Disclosure controls and procedures
include, among other processes, controls and puwesdiesigned to ensure that information requivdzbtdisclosed in the reports that the
Company files or submits under the Exchange Aat@imulated and communicated to management, imgjute Chief Executive Officer and
Chief Financial Officer, as appropriate, to allamely decisions regarding required disclosure.

The Company carried out an evaluation, under tpersision and with the participation of managemardiuding the Chief Executive
Officer and the Chief Financial Officer, of the etfiveness of the design and operation of ouraksce controls and procedures as of
December 31, 2007 pursuant to Exchange Act RulelbBaBased on this evaluation, the Chief ExecuB¥fcer and Chief Financial Officer
have concluded that the Company’s disclosure ctinéned procedures were effective as of Decembe2(@17.

(b) Internal Control Over Financial Reporting

Management is responsible for establishing and taigimg adequate internal control over financiglading at the Company. Our
internal control over financial reporting is a pegs designed under the supervision of the Chielike Officer and the Chief Financial
Officer to provide reasonable assurance regardiaegeliability of financial reporting and the preation of the Company’s financial statements
for external reporting purposes in accordance GfAP. A company’s internal control over financiaporting includes policies and
procedures that (1) pertain to the maintenanceards that accurately and fairly reflect, in reedme detail, transactions and dispositions of
the company’s assets, (2) provide reasonable agsithat transactions are recorded as necesspeyrot preparation of financial statements
in accordance with GAAP and that receipts and edjperes are being made only in accordance withaightion of management and the
directors of the company, and (3) provide reasanabturance regarding prevention or timely detectfainauthorized acquisition, use, or
disposition of the company'’s assets that could lzaneaterial effect on the company'’s financial stegats.

Because of its inherent limitations, internal cohtiver financial reporting cannot provide absolassurance of achieving financial
reporting objectives. Also, projections of any exslon of effectiveness to future periods are suthifethe risk that controls may become
inadequate because of changes in conditions, bthtealegree of compliance with the policies orcpdures may deteriorate.

As of December 31, 2007, the Company carried o@saessment, under the supervision and with thicipation of the Company’s
management, including the Company’s Chief Execuificer and Chief Financial Officer, of the effacness of the Company’s internal
control over financial reporting pursuant to RuBai15(c), as adopted by the SEC under the Exchaagén evaluating the effectiveness of
the Company'’s internal control over financial repay, management used the framework establish&dternal Control—Integrated
Framework,” issued by the Committee of SponsoringaDizations of the Treadway Commission (“COSO’gs&d on this assessment,
management has concluded that, as of DecembefBZ, the Company’s internal control over financggdorting was effective.
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KPMG LLP, the independent registered public accigrfirm that audited and reported on the consodiddinancial statements of the
Company, has issued an unqualified opinion on tfeetiveness of the Company'’s internal control dfieancial reporting as of December 31,
2007.

(c) Changes in Internal Control Over Financial Reportin

There were no changes in our internal control diwancial reporting identified in management’s exalon during the fourth quarter of
the period covered by this Annual Report on ForaKlibat materially affected, or are reasonably kgl materially affect, our internal cont
over financial reporting.

Item 9B.  Other Information
None.
PART III.
Item 10.  Directors, Executive Officers and Corporate Governace

The information set forth under the sections titledoposal No. 1—Election of Directors”, “Informati on Executive Officers”, “Board
Committees and Meeting Attendance”, “Section 18&@)eficial Ownership Reporting Compliance” and “@anate Governance Principles and
Board Matters” contained in the definitive proxgtsiment for SVB Financial Group’s 2008 Annual Megtof Stockholders is incorporated
herein by reference.

ltem 11.  Executive Compensatior

The information set forth under the sections titledormation on Executive Officers”, “Compensati@iscussion and Analysis”,
“Compensation for Named Executive Officers”, “DiteicCompensation”, “Compensation Committee Intdetoand Insider Participation” and
“Report of the Compensation Committee of the BaardExecutive Compensation” contained in the défiaiproxy statement for SVB
Financial Group’s 2008 Annual Meeting of Stockhetdis incorporated herein by reference.
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ltem 12.  Security Ownership of Certain Beneficial Owners andManagement and Related Stockholder Matter:

The information set forth under the sections titi8dcurity Ownership of Directors and Executivei@dfs” and “Security Ownership of
Principal Stockholders” contained in the definitimexy statement for SVB Financial Group’s 2008 AahMeeting of Stockholders is
incorporated herein by reference.

Our stockholders have approved each of our actjudyecompensation plans. The following table pd®g certain information as of
December 31, 2007 with respect to our equity coregon plans:

Number of securities tc Weighted-
average Number of securities remaining
be issued upon exercis exercise price of available for future issuance unde
outstanding
of outstanding options options, warrants equity compensation plans
(excluding securities reflected in
Plan category warrants and rights (1) and rights column (2))
Equity compensation plans approved by stockhol 3,769,22! $ 33.7¢ 3,556,43
Equity compensation plans not approved by stocldre n/e n/e n/e
Total . 3,769,22! $ 33.7: 3,556,43

(1) Represents options granted under our 2006 Equignitive Plan, Amended and Restated 1997 EquityntheePlan and Amended a
Restated 1989 Stock Option Plan. This number doesaolude securities to be issued for unvestetticésd stock and restricted stock
unit awards of 376,181 shart

(2) Includes shares available for issuance under 008 Ejuity Incentive Plan. This table does not ideld57,825 shares available
issuance under the 1999 Employee Stock Purchase

For additional information concerning our equityrgzensation plans, refer to Note 4 (Share-Based @nsgtion) of the “Notes to the
Consolidated Financial Statements” under Partdml8 in this report.

ltem 13.  Certain Relationships and Related Transactions, an®irector Independence

The information set forth under the sections titi€értain Relationships and Related Transactions!’‘€orporate Governance Princip
and Board Matters—Board Independence” in the d@fsnproxy statement for SVB Financial Groga2008 Annual Meeting of Stockholder
incorporated herein by reference.

Iltem 14.  Principal Accounting Fees and Service

The information set forth under the section tittlBdincipal Audit Fees and Services” contained ia tkefinitive proxy statement for SVB
Financial Group’s 2008 Annual Meeting of Stockhetdis incorporated herein by reference.
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PART IV.
Item 15. Exhibits and Financial Statement Schedule
(@) Financial Statements and Exhibits:
Page
(1) Financial Statements. The following consolidated financial statemeoftshe registrant and its subsidiaries are inafLite
Part Il Item 8:
Report of Independent Registered Public AccourfEimm 84
Consolidated Balance Sheets as of December 31, &@D200¢ 85
Consolidated Statements of Income for the threesyeladed December 31, 20 86
Consolidated Statements of Comprehensive Incomihéothree years ended December 31, © 87
Consolidated Statements of Stockhol’ Equity for the three years ended December 31, . 88
Consolidated Statements of Cash Flows for the tyeaes ended December 31, 2 8¢
Notes to Consolidated Financial Stateme 9C
(2) Financial Statement Schedult
The consolidated financial statements and suppleahdata are contained in Part Il ltem 8. All sahled other than as set forth
above are omitted because of the absence of tttioms under which they are required or becausedhuired information is
included in the consolidated financial statementetated notes in Part Il Item 84
(3) Exhibits. See Index to Exhibits included at the end &f Borm 1(-K 15¢
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f{the Securities Exchange Act of 1934, the regigthas duly caused this report to be
signed on its behalf by the undersigned, therednlp authorized.

SVB FiNaNciaL G ROUP

/s/ KENNETHP. WiLcox

Kenneth P. Wilcox

President, Chief Executive Officer and Direc
Dated: February 29, 20(

151



Table of Contents

Pursuant to the requirements of the Securities &xga Act of 1934, this report has been signed belpthe following persons on behalf
of the registrant and in the capacities and orddtes indicated:

Signature

/sl ALEXW. HART

Alex W. Hart

/s/ KENNETHP. WiLcox

Kenneth P. Wilcox

/s/  MIcHAEL D ESCHENEAUX

Michael Descheneaux

Title

Chairman of the Board of Directors and Director

President, Chief Executive Officer and Direc

(Principal Executive Officer

Chief Financial Officer (Principal Financial

Officer and Principal Accounting Office

Date

February 29, 2008

February 29, 200

February 29, 2008

/s/ ERICA. B ENHAMOU Director February 29, 2008
Eric A. Benhamou
/s/ DAvibD M. C LAPPER Director February 29, 200
David M. Clapper
/s/ ROGERF. D UNBAR Director February 29, 2008
Roger F. Dunbar
/s/ JoELP. FRIEDMAN Director February 29, 200
Joel P. Friedman
/s/ G.FELDA H ARDYMON Director February 29, 2008
G. Felda Hardymon
/s/ C. RICHARD K RAMLICH Director February 29, 200
C. Richard Kramlich
Director
Lata Krishnan *
/'s/ JAMESR. PORTER Director February 29, 2008
James R. Porter
/s/ MicHAELA K. R ODENO Director February 29, 200
Michaela K. Rodeno
/s/ KYUNGH.Y ooN Director February 29, 2008

Kyung H. Yoon

* Elected as of February 8, 20
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INDEX TO EXHIBITS

Exhibit Incorporated by Reference Filed
Number Exhibit Description Form File No. Exhibit Filing Date Herewith

2.1 Asset Purchase Agreement between Silicon ValleycBiaares an  8-K 00C-15637 2.1  October 2, 200.
Alliant Partners

3.1 Restated Certificate of Incorporati 8-K 00C-15637 3.1 May 31, 200t

3.2 Amended and Restated Byla 8-K 00C-15637 3.2 January 29, 200

3.3 Certificate of Designation of Rights, Preferenced Brivileges of  8-A/A  000-15637 3.3  February 27, 2004
Series A Participating Preferred Stc

4.1 Indenture dated as of May 20, 2003 between the @ognp S-3 33310799« 4.1  August 14, 2003
and Wells Fargo Bank Minnesota, National Associe

4.2 Form of Note (included in Exhibit 4. S-3 33310799« 4.2 August 14, 200:.

4.3 Registration Rights Agreement dated as of May P0O32between S-3 33310799« 4.3  August 14, 2003
the Company and the initial purchasers named tm

4.4 Junior Subordinated Indenture, dated as of Oct8beP003 8-K 00C-15637 4.12 November 19, 20(
between Silicon Valley Bancshares and Wilmingtoastr
Company, as truste

4.5 Junior Subordinated Deferrable Debenture due Octthe?2033 o0 8-K 00C-15637 4.13 November 19, 20(
Silicon Valley Bancshare

4.6 Amended and Restated Trust Agreement, dated astobér 30 8-K 00C-15637 4.14 November 19, 20(
2003, by and among Silicon Valley Bancshares assitp,
Wilmington Trust Company as property trustee, Wiigion Trust
Company as Delaware trustee, and the Administratiuetees
named thereil

4.7 Certificate Evidencing 7% Cumulative Trust Prefdr&ecurities a  8-K 00C-15637 4.15 November 19, 20(
SVB Capital Il

4.8 Guarantee Agreement, dated October 30, 2003 bet@iiean 8-K 000-15637 4.17 November 19, 20(
Valley Bancshares and Wilmington Trust Companytyastee

4.9 Agreement as to Expenses and Liabilities, datesf &ctober 30 8-K 00C-15637 4.17 November 19, 20(
2003, between Silicon Valley Bancshares and SVBit@ldp

4.10  Certificate Evidencing 7% Common Securities of SU&pital 11 8-K 00C-15637 4.18 November 19, 20(

4.11  Silicon Valley Bancshares Officers’ Certificate abdmpany 8-K 000-15637 4.19 November 19, 20(
Order, dated October 30, 20

4.12  Amended and Restated Preferred Stock Rights Agneedatéed a 8-A/A  00C-15637  4.20 February 27, 200
of January 29, 2004, between Silicon Valley Banoshand Wells
Fargo Bank Minnesota, N./

4.13 Amendment No. 1 to Amended and Restated Prefertaak 8-A/A 00C-15637 4.13 August 3, 200«
Rights Agreement, dated as of August 2, 2004, lolytstween
Silicon Valley Bancshares and Wells Fargo Bank, .

4.14  Amendment No. 2 to Amended and Restated Prefetaak 8-A/A 00C-15637 4.14 January 29, 200

Rights Agreement, dated as of August 2, 2004, loylstween
SVB Financial Group and Wells Fargo Bank, N
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Exhibit Incorporated by Reference Filed
Number Exhibit Description Form File No. Exhibit Filing Date Herewith
10.1 Office Lease Agreement, dated as of SeptemberQ(®,,2 8-K 00015637 10.2¢ September 20, 201
between CA-Lake Marriott Business Park Limited Rarship
and Silicon Valley Bank: 3003 Tasman Drive, Sana&
CA 95054
*10.2 1989 Stock Option Pla 16-Q 00C-15637 10.2¢ August 13, 199t
*10.3 401(k) and Employee Stock Ownership F 10-K 00C-15637 10.6 March 16, 200:
*10.4 Retention Program Ple 10-K 00C-15637 10.7 March 27, 200¢
*10.5 1999 Employee Stock Purchase F 10-K 00C-15637 10.4¢ March 17, 200(
*10.6 1997 Equity Incentive Plan, as amen DEF 142 00C-15631 B-1 March 16, 200!
*10.7 Form of Indemnity Agreemel 106-Q 00C-15637 10.5C November 14, 20C
*10.8 Senior Management Incentive Compensation 10-K 00C-15637 10.1¢ March 27, 200¢
*10.9 Deferred Compensation Pl 8-K 00C-15637 10.2¢ November 3, 200
*10.10 Form of Restricted Stock Unit Agreement under 1B§udity 8-K 00C-15637 10.3( November 5, 200
Incentive Plar
*10.11  Form of Incentive Stock Option Agreement under 1Bguity 10-Q 000-15637 10.31 November 9, 200
Incentive Plar
*10.12  Form of Nonqualified Stock Option Agreement und@e®a 10-Q 00015637 10.3- November 9, 200
Equity Incentive Plal
*10.13  Form of Restricted Stock Award under 1997 Equitseintive 10-Q 00C-15637 10.3: November 9, 200
Plan
*10.14  Change in Control Severance P 16-Q 00C-15637 10.27 November 9, 200
*10.15 2006 Equity Incentive Pla 8-K 00C-15637 10.2¢ May 2, 2007
*10.16  Form of Incentive Stock Option Agreement under 28Q6ity 8-K 00015637 99.1 June 8, 2006
Incentive Plar
*10.17  Form of Nonqualified Stock Option Agreement unde®@ 8-K 000-15637 99.2 June 8, 2006
Equity Incentive Plal
*10.18 Form of Restricted Stock Unit Agreement for ExeeaitDfficers  8-K 00C-15637 99.Z June 8, 200
under 2006 Equity Incentive Pl
*10.19  Form of Restricted Stock Unit Agreement for Empleyeinder 8-K 00015637 99.£ June 8, 2006
2006 Equity Incentive Pla
*10.20  Form of Restricted Stock Award Agreement under 2B6ity  8-K 000-15637 99.t June 8, 2006
Incentive Plar
*10.21  Offer Letter dated November 2, 2006, for MichaekEleeneau. 8-K 00C-15637 10.31 April 17, 2007
*10.22  Offer Letter dated April 25, 2007, for Michael Dasteau 00C-15637 10.3z May 2, 2007
*10.23  Form of Restricted Stock Unit Agreement for Direstandel 00C-15637 10.3: November 9, 200
2006 Equity Incentive Pla
*10.24  Form of Restricted Stock Unit Election to Defertehent 00015637 10.3¢ November 9, 200
under 2006 Equity Incentive Pl
14.1 Code of Ethic: 10-K 00C-15637 14.1 March 11, 200¢
211 Subsidiaries of SVB Financial Grol X
23.1 Consent of KPMG LLP, independent registered pt X
accounting firm
31.1 Rule 13i-14(a) / 15~14(a) Certification of Principal Executi X
Officer
31.2 Rule 13a-14(a) / 15d-14(a) Certification of Priradifinancial X
Officer

32.1 Section 1350 Certificatior

* Denotes management contract or any compensatarygdatract or arrangemel
**  Furnished herewitt
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Exhibit 21.1
SVB Financial Group Annual Report on Form 10-K
Exhibit 21.1—Subsidiaries of SVB Financial Group
The following is a list of the direct and indirexttbsidiaries of SVB Financial Group as of Decengigr2007:

Jurisdiction of Incorporation

Subsidiary or Organization
eProsper, Inc Delaware
Gold Hill Venture Lending Partners 03, LL California
Partners for Growth, L.F Delaware
SICP Management Co., Pvt. L' Mauritius
Silicon Valley Bancshares Cayman lIslai Cayman lIsland
Silicon Valley BancVentures, In California
Silicon Valley BancVentures, L.I California
Silicon Valley Bank California
SVB Alliant California
SVB Alliant Europe, Ltd United Kingdom
SVB Analytics, Inc. Delaware
SVB Asset Manageme California
SVB Business Partners (Shanghai) Co. China
SVB Capital Partners Il, LL( Delaware
SVB Capital Partners Il, L. Delaware
SVB Capital Trust Il Delaware
SVB Europe Advisors, Ltc United Kingdom
SVB Funding Trust Delaware
SVB Global Financial, Inc Delaware
SVBIF Managemer Mauritius
SVB India Advisors, Pvt. Ltc India
SVB India Capital 2006 Tru: Mauritius
SVB India Capital Partners I, L.| Cayman lIsland
SVB India Finance Private Limite India
SVB India Management |, LL! Delaware
SVB lIsrael Advisors, Ltd Israel
SVB Qualified Investors Fund, LL California
SVB Qualified Investors Fund II, LLt Delaware
SVB Real Estate Investment Tri Maryland
SVB Securities California
SVB Strategic Investors Fund, L California
SVB Strategic Investors Fund I, L. Delaware
SVB Strategic Investors Fund IlI, L. Delaware
SVB Strategic Investors, LL California
SVB Strategic Investors II, LL! Delaware
SVB Strategic Investors Ill, LL( Delaware



EXHIBIT 23.1

The Board of Directors and Stockholders
SVB Financial Group:

We consent to the incorporation by reference irrélggstration statements (Nos. 333-134655, 333-633233-118091, 333-108434, 333-
92410, 333-59590, 333-39680, 333-89641, 333-28383,05489, 333-68857, and 033-60467) on Form Sd&egistration statement on Form
S-3 (No. 333-109312) of SVB Financial Group (theot@pany”) of our reports dated February 29, 2008 wespect to the consolidated
balance sheets of SVB Financial Group and subgdiais of December 31, 2007 and 2006, and theedetainsolidated statements of income,
comprehensive income, stockholders’ equity, antt dasvs for each of the years in the three-yeaiggeended December 31, 2007 and the
effectiveness of internal control over financighoeting as of December 31, 2007, which reports apjrethe December 31, 2007 annual report
on Form 10-K of the Company.

Our report refers to the adoption of Statementio&fcial Accounting Standards No. 123(R), ShareeBdzayment effective January 1,
2006.

/s KPMG LLP

San Francisco, California
February 29, 2008



EXHIBIT 31.1
RULE 13a-14(a)/15d-14(a) CERTIFICATION

I, Kenneth P. Wilcox, certify that:

1. | have reviewed this annual report on Forr-K of SVB Financial Group
2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or amgttate a material fact necessary to
make the statements made, in light of the circunt&ts under which such statements were made, nigtaisg with respect to the period
covered by this repor
3. Based on my knowledge, the financial statements$ atéimer financial information included in this repdairly present in all materi
respects the financial condition, results of operst and cash flows of the registrant as of, amgdtf@ periods presented in this rep
4. The registrar's other certifying officer and | are responsibledetablishing and maintaining disclosure contanld procedures (i
defined in Exchange Act Rules 13a-15(e) and 15@))3(d internal control over financial reportirag @efined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and hav
(a) Designed such disclosure controls and proceduresused such disclosure controls and procedutes tiesigned under o
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made known to us
by others within those entities, particularly dgyithe period in which this report is being prepa

(b) Designed such internal control over financearting, or caused such internal control overrfaial reporting to be designed under
our supervision, to provide reasonable assurargagdang the reliability of financial reporting atfite preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

(c) Evaluated the effectiveness of the regis’s disclosure controls and procedures and preséantbd report our conclusions abc
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyeport based on such
evaluation; ant

(d) Disclosed in this report any change in thestgnt's internal control over financial reportitiat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodiikbal quarter in the case of an annual repo#) tias materially affected, or is
reasonably likely to materially affect, the redgist’ s internal control over financial reporting; &

5.  The registrant’s other certifying officer(s) anlgave disclosed, based on our most recent evatuat internal control over financial
reporting, to the registrant’s auditors and theittemmmittee of the registrant’s Board of Direct¢os persons performing the equivalent
functions):

(&) All significant deficiencies and material weaknessethe design or operation of internal contradiofmancial reporting which ai
reasonably likely to adversely affect the regid’'s ability to record, process, summarize and refpmahcial information; ant

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a signiifiole in the registrant’s
internal control over financial reportin

Date: February 29, 2008 /s/  KENNETHP. WiLcox

Kenneth P. Wilcox
President and Chief Executive Office
(Principal Executive Officer)



EXHIBIT 31.2
RULE 13a-14(a)/15d-14(a) CERTIFICATION

I, Michael Descheneaux, certify that:

1. | have reviewed this annual report on Forr-K of SVB Financial Group
2. Based on my knowledge, this report does not coraaynuntrue statement of a material fact or omgtéte a material fact necessanr
make the statements made, in light of the circunt&s under which such statements were made, nigtadisg with respect to the period
covered by this repor
3.  Based on my knowledge, the financial statemeamts,other financial information included in théport, fairly present in all material
respects the financial condition, results of operat and cash flows of the registrant as of, andtfe periods presented in this rep
4. The registrar's other certifying officer and | are responsibledetablishing and maintaining disclosure contanld procedures (i
defined in Exchange Act Rules 13a-15(e) and 15@))3(d internal control over financial reportirag @efined in Exchange Act
Rules 13-15(f)) for the registrant and hay
(a) Designed such disclosure controls and procsdorecaused such disclosure controls and procedaortee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, is made known to us
by others within those entities, particularly dgrie period in which this report is being prepa
(b) Designed such internal control over financial réjpgr or caused such internal control over finah@gorting to be designed unc
our supervision, to provide reasonable assurargagdang the reliability of financial reporting atfte preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip
(c) Evaluated the effectiveness of the regis’s disclosure controls and procedures and preséantbd report our conclusions abc
the effectiveness of the disclosure controls andgulures, as of the end of the period coveredibyéport based on such
evaluation; ant
(d) Disclosed in this report any change in thestgnt’s internal control over financial reportitiat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodiikbal quarter in the case of an annual repo#) tias materially affected, or is
reasonably likely to materially affect, the regast’ s internal control over financial reporting; e
5.  The registrar's other certifying officer(s) and | have discloskdsed on our most recent evaluation of internafrobover financia
reporting, to the registrant’s auditors and theittemmmittee of the registrant’s Board of Direct¢os persons performing the equivalent
functions):
(&) All significant deficiencies and material weaknessethe design or operation of internal contradiofmancial reporting which ai
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpmhcial information; ant
(b) Any fraud, whether or not material, that involveamagement or other employees who have a significdain the registra’s
internal control over financial reportin
Date: February 29, 20( /s/ M ICHAEL D ESCHENEAUX

Michael Descheneau;
Chief Financial Officer
(Principal Financial Officer and Principal Accountng Officer)



EXHIBIT 32.1
SECTION 1350 CERTIFICATIONS

I, Kenneth P. Wilcox, certify that, to my knowleddkee Annual Report of SVB Financial Group on FdtaK for the annual period
ended December 31, 2007, (i) fully complies with thquirements of Section 13(a) or 15(d) of theuiges Exchange Act of 1934 and (ii) tt

the information contained in such Form 10-K faphesents, in all material respects, the finanaaldition and results of operations of SVB
Financial Group.

Date: February 29, 2008 /s/ KENNETHP. WILCOX

Kenneth P. Wilcox
President and Chief Executive Office
(Principal Executive Officer)

I, Michael Descheneaux, certify that, to my knovgedthe Annual Report of SVB Financial Group onrkd0-K for the annual period
ended December 31, 2007, (i) fully complies witl thquirements of Section 13(a) or 15(d) of theuB8tes Exchange Act of 1934 and (ii) tt
the information contained in such Form 10-K fajhgsents, in all material respects, the finan@abition and results of operations of SVB
Financial Group.

Date: February 29, 20( /s/ M ICHAEL D ESCHENEAUX
Michael Descheneaux
Chief Financial Officer
(Principal Financial Officer and Principal Accountng Officer)




