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PART |
ITEM 1. B USINESS
General

Silicon Valley Bancshares is a bank holding compamy a financial holding company that was incorfmtdn the state of Delaware in
March 1999. Our principal subsidiary, Silicon VgliBank, is a California state-chartered bank anteanber of the Federal Reserve System.
Silicon Valley Bank’s deposits are insured by tleel€ral Deposit Insurance Corporation. Our corpdrasalquarters is located at 3003
Tasman Drive, Santa Clara, California 95054 andtelephone number is 408.654.7400. When we reféitwon Valley Bancshares” or
“we” or use similar words, we intend to includei®ih Valley Bancshares and all of its subsidiacelectively, including Silicon Valley
Bank. When we refer to “Bancshares,” we are rafgrdnly to the parent company, Silicon Valley Bararss.

For over 20 years, we have been dedicated to hiegitrepreneurs succeed, specifically focusinghdnstries where we have deep
knowledge and relationships. Our focus is on teharelogy, life science, private equity, and premiwime industries. We continue to
diversify our products and services to supportadigints throughout their life cycles, regardlesshair age or size. We offer a range of
financial services that generate three distinctEsiof income.

In part, our income is generated from interest differentials. The difference between the interatts paid by us on interest-bearing
liabilities, such as deposits and other borrowirgsl the interest rates received on inteeasting assets, such as loans extended to clied
securities held in our investment portfolio, acdsuior the major portion of our earnings. Our défsasre largely obtained from commercial
clients within our technology, life science, prigaquity, and premium wine industry sectors, an@, lesser extent, from individuals served
by our Private Client Services group. We do noaiwbtleposits from conventional retail sources aamkemo brokered deposits. As part of
negotiated credit facilities and certain other &y, we frequently obtain rights to acquire stimcthe form of warrants in certain client
companies.

Fee-based services also generate income for ourdsss We market our full range of financial seegito all of our commercial and
private equity firm clients. In addition to commiaidbanking and private client services, we offsg-based merger and acquisition services,
private placements, and investment and advisomicgss. Our ability to integrate and cross-sell diverse financial services to our clients is a
strength of our business model.

In addition, we seek to obtain equity returns tigloinvestments in direct equity and venture capitatl investments. We manage three
limited partnerships: a venture capital fund tinaeists directly in privately-held companies and fuwads that invest in other venture capital
funds.

We are able to offer our clients financial produatsl services through four lines of banking andritial services, as discussed in furt
detail below: Commercial Banking, SVB Capital, S¥Biant, and Private Client Services and Other 8. These operating segments are
strategic units that offer different services tfiedient clients. They are managed separately becaash segment appeals to different markets
and, accordingly, require different strategies.




Business Overview

Silicon Valley Bancshares is organized into growgisich manage the diverse financial services weroff

Commercial Banking

We provide solutions to the needs of our commeurtiahts in the technology, life science, privatgigy and premium wine industries
through our lending, deposit account and cash memnegt, and global banking and trade products amvitss.

Through our lending products and services, we ekteans and other credit facilities to our commarclients, most often secured by
assets of our clients. Lending products and sesvioglude traditional term loans, equipment loagsplving lines of credit, accounts-
receivable based lines of credit, asset-based |oealsestate loans, vineyard development loargsfinancing of affordable housing projects.
We often obtain warrants to purchase an equitytiposin a client company’s stock in considerationraking loans, or for providing other
services.

Our deposit account and cash management produtttseavices provide commercial clients with shod bomg-term cash management
solutions. Deposit account products and servicesidie traditional deposit and checking accountijfimates of deposit, and money market
accounts. In connection with deposit accounts, la@ provide lockbox and merchant services thatifate quicker depositing of checks and
other payments to clients’ accounts. Cash managepneducts and services include wire transfer antbAated Clearing House (ACH)
payment services to enable clients to transferdupdckly from their deposit accounts. Additionaliige cash management services unit
provides collection services, disbursement seryielestronic funds transfers, and online bankimgugh SVBeConnect.

Our global banking and trade products and senfaebtate our clients’ global finance and businesgds. These products and services
include foreign exchange services that allow coneiaéclients to manage their foreign currency rigk®ugh the purchase and sale of
currencies on the global inter-bank market. Tolifate our clients’ international trade, we offevariety of loans and credit facilities
guaranteed by the Export-Import Bank of the Uniates. We also offer letters of credit, includagport, import, and standby letters of
credit, to enable clients to ship and receive gagpdisally.

In 2004, Silicon Valley Bank established SVB Eurdyyisors, Limited, a subsidiary in the United Kdam that provides consulting
and business services and access to financiatesref Silicon Valley Bank to Europe based clieartd prospects in the niches Silicon Valley
Bank serves. In 2004, Silicon Valley Bank also leséhed SVB India Advisors Pvt. Ltd., a subsidianBangalore, India that provides
consulting and business services to facilitate d&8ed and Indian technology companies and praguéy firms pursuing international
business. SVB India Advisors provides services sischducational information, introductions to reamended service providers (lawyers,
accountants, real estate brokers, etc.), networkwegts, and technical and concierge servicesoimnuercial and venture fund clients visiting
India.

The Commercial Banking group also provides investna@d advisory services to our clients throughlooker-dealer subsidiary, SVB
Securities (formerly known as SVB Securities, In€hese services, which include mutual funds, fixetme securities and repurchase
agreements enable our clients to better manageabsets. We also offer investment advisory seswiceugh SVB Asset Management, one
of our registered investment advisor subsidia$343 Asset Management specializes in outsourcedurgananagement, customized cash
portfolio management and reporting and monitorimgcorporations.




SVB Capital

SVB Capital (formerly referred to as our MerchaanRing group) focuses on the business needs ofesiure capital and private equ
clients, establishing and maintaining relationshijith those firms domestically and internationallyarough this segment, we provide banl
services and financial solutions, including tramhial deposit and checking accounts, loans, letfecsedit, and cash management services.

SVB Capital also makes investments in venture abpitd other private equity firms and in compaimethe niches we serve. The
segment also manages three venture funds thabaseliated into our financial statements: SVB t8fy&r Investors Fund, LP and SVB
Strategic Investors Fund II, LP, which are fund$uofds that invest in other venture funds, and:8iliValley BancVentures, LP, a direct
equity venture fund that invests in privately hieddhnology and life-science companies. This segmientincludes 2004 investments in Gold
Hill Venture Lending Partners 03, LP and its paidilinds (collectively known as Gold Hill Venturehding Partners 03. LP), which provide
secured debt to emerging growth clients in theiliest stages, and Partners for Growth, LP, a filmad provides secured debt to higher risk,
emerging growth clients in their later stages. W8 “emerging-growth” clients as companies inskaat-up or early stages of their
lifecycle. These companies tend to be privately lagld backed by venture capital; they generallyelaw employees, have brought relativ
few products or services to market, and have riftlerrevenue. By contrast, “middle market comparitend to be more mature; they may
publicly traded and more established in the marketghich they participate, although not necesgahié leading players in the largest
industries.

SVB Capital, through Private Equities Servicesi(@s@n of SVB Securities), also assists privateiggfirms, and the partners of such
firms, with liquidating securities following initigoublic offerings and mergers and acquisitionsl|uding in-kind stock transactions, restricted
stock sales, block trading, and special situattoading such as liquidation of foreign securities.

SVB Alliant

Through SVB Alliant (formerly known as Alliant Pa#rs), our investment banking subsidiary, we previterger and acquisition
advisory services (M&A), strategic alliance sergicand specialized financial studies such as vialugtnd fairness opinions. In
October 2003, we enhanced our investment bankiodugt set by launching a Private Capital Group pinavides advisory services for the
private placement of securities. SVB Alliant israker-dealer registered with the National Assooiatf Securities Dealers, Inc. (NASD).

Private Client Services and Othi

Our Private Client Services and Other group isqipially comprised of our Private Client Servicesgy and other business services
units. Private Client Services (formerly PrivatenBiag) provides a wide range of credit servicebigh-net-worth individuals using both
long-term secured and short-term unsecured lineseafit. Those products and services include haqoéyelines of credit, secured lines of
credit, restricted stock purchase loans, airplanad, and capital call lines of credit. We als@lmlr clients meet their cash management
needs by providing deposit account products andcgs, including checking accounts, deposit accgunbney market accounts, and
certificates of deposit. Through our subsidiary,dflside Asset Management, Inc., we provide individliants with personal investment
advisory services, assisting clients in establiglind implementing investment strategies to mest thdividual needs and goals.

Industry Niches

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




Technology and Life Science

We serve a variety of clients in the technology Eiedscience industries. A key component of oeht@logy and life science business
strategy is to develop relationships with clierttamearly stage and offer them banking servicasutil continue to meet their needs as they
mature and expand.

Our early stage clients generally keep large catdnises in their deposit accounts and usually ddowow large amounts under their
credit facilities. The primary source of funding foost early stage clients is equity from ventuapitalists and public markets. Lending to
market typically involves working capital lines afedit, equipment financing, asset acquisition pamd bridge financing between funding
rounds.

With an extended suite of financial services, weehexpanded our business to more mature compaigsorporate technology
practice is a network of senior lenders focusecharily on the specific financial needs of more matprivate and public clients. When we
refer to “corporate technology,” we are referringcompanies that tend to be more mature, bettétatiapd, possibly publicly traded and
more established in the markets in which they pigdte. Today, we can comfortably address the Gi@meeds of all companies in our
niches, whether they are entrepreneurs with inmexv&eas or multinational corporations with hurdiref millions of dollars in sales.

Our technology and life science clients generallyifto the following industries:
» Hardware: Semiconductors, Communications, and Eleitis

» Software: Software and Services

» Biotechnology

» Drug Discovery

* Medical Devices

» Specialty Pharmaceuticals

Private Equity

Through our SVB Capital group, we have cultivatedrgy relationships with venture capital firms wdwide, many of which are also
clients. SVB Capital provides financial servicestsignificant portion of the venture capital firmshe United States as well as to other
private equity firms, facilitating deal flow to aficom these private equity firms and participatinglirect investments in their portfolio
companies.

Premium Wine

Our premium wine practice has become one of thdinggoroviders of financial services to the U.Semium wine industry. We focus i
vineyards and wineries that produce grapes andsafithe highest quality.

Industry Niches Exite

In keeping with our strategic focus on the techgyg|dife science, private equity, and premium wimeustries, we exited three niches in
late 2002: real estate, media, and religious lemdivhile we will continue to service our existirept estate, media, and religious niche loans
until they are paid-off, we expect our refined &gic focus on more profitable aspects of our torginess will help improve overall
profitability.




For further information on our business segmemis,leem 8. Consolidated Financial Statements apglSmentary Data—Note 24
Segment Reporting.

Business Combinations

On October 1, 2002, we acquired substantially falhe assets of Woodside Asset Management, Inégmastment advisor firm, which
had approximately $200 million under managemen#fbclients. We offer Woodside Asset Managemerm'sises as part of our Private
Client Services. Additionally, as part of this aisifion, Silicon Valley Bancshares obtained theayahpartner interests in two limited
partnerships: Taurus Growth Partners, LP and Litandners, LP. Both of these funds were liquidatedifands were fully disbursed to the
limited partners by December 31, 2004. We hadtlems a 1% ownership interest in each of these fuflgis remaining ownership interest
represented limited partners’ funds invested oir thehalf by the general partner in certain fixaddme and marketable equity securities.
However, due to our ability to control the invegtiactivities of these limited partnerships, we weguired to consolidate the related results
of operations and financial condition into our colitated financial statements for all periods pnésd.

On September 28, 2001, SVB Securities, a subsidiaBjlicon Valley Bank, completed the acquisitimhSVB Alliant, an investment
banking firm providing merger and acquisition aldporate partnering services. Our investment bankirsiness continues to do business
under the name “SVB Alliant.” See Item 8. Consdi@hFinancial Statements and Supplementary Data-e-Bl&usiness Combinations. On
October 1, 2002, SVB Alliant was sold from our &iln Valley Bank subsidiary to the Silicon Valleyri@ahares parent company. This
transfer allowed SVB Alliant (formerly Alliant Paugrs) to operate under less restrictive bank hgldompany regulations and increased our
capital ratios at Silicon Valley Bank.

Competition

The banking and financial services industry is higtompetitive, and evolves as a result of changesgulation, technology, product
delivery systems, and the general market and eciendimate. Our current competitors include othanks and specialty and diversified
financial services companies that offer lendingsieg, other financial products, and advisory sewito our target client base. The principal
competitive factors in our markets include produiférings, service, and pricing. Given our estdidi$ market position with the client
segments that we serve, we believe we competedblyoin all our markets in these areas.

Employees

As of December 31, 2004, we employed approximédtd8 full-time equivalent employees. To our kna¥ge, none of our employees
are represented by a labor union. Competition f@lified personnel in our industry is significapérticularly for client relationship manager
positions, officers, and employees with strongtrefeships with the venture capital community. Quiufe success will depend in part on our
continued ability to attract, hire, and retain dfieed personnel.

Supervision and Regulation
General

Our operations are subject to extensive reguldtiofederal and state regulatory agencies. As a hatding company, Silicon Valley
Bancshares is subject to the Federal Reserve Bosugervision, regulation, examination and repgnteguirements under the Bank Holding
Company Act of 1956 (BHC Act). Silicon Valley Baheses has also qualified and elected to be tresedfinancial holding company under
the BHC Act. Silicon Valley Bank, as a Californibestered bank and a member of the Federal Resgsters, is subject to primary
supervision and examination by the Federal Red@avd of San




Francisco and the California Department of Findriaistitutions. Both Silicon Valley Bancshares &Biticon Valley Bank are required to file
periodic reports with these regulators and prowidg additional information that they may requireTollowing summary describes some of
the more significant laws, regulations, and po$idieat affect our operations and is not intenddaktta complete listing of all laws that apply
to us. Any change in the statutes, regulationpoticies that apply to our operations may have tera effect on our business.

Regulation of Holding Compat

The Federal Reserve Board requires Silicon Vallagd3hares to maintain minimum capital ratios, asudised below in Regulatory
Capital. Under Federal Reserve Board policy, a faoiling company is also required to serve as eceonf financial and managerial stren
to its subsidiary banks and may not conduct itgatpns in an unsafe or unsound manner. In additios the Federal Reserve Boaggiolicy
that in serving as a source of strength to itsigliloy banks, a bank holding company should staadly to use available resources to provide
adequate capital funds to its subsidiary banksndyperiods of financial stress or adversity andudhmaintain the financial flexibility and
capital-raising capacity to obtain additional reses for assisting its subsidiary banks. A banklingl company’s failure to meet its
obligations to serve as a source of strength teuibsidiary banks or to observe established guieghvith respect to the payment of dividends
by bank holding companies will generally be consédeby the Federal Reserve Board to be an unsdfarssound banking practice, a
violation of the Federal Reserve Board’s regulatjar both.

Prior to becoming a financial holding company, Barares was required under the BHC Act to seekribe gpproval of the Federal
Reserve Board before acquiring direct or indireehership or control of more than 5% of the outstagdhares of any class of voting
securities, or substantially all of the assetsamf bank, bank holding company, or nonbank complangddition, prior to becoming a
financial holding company, Bancshares was geneliatiyed under the BHC Act to engaging, directlyindirectly, only in the business of
banking or managing or controlling banks and otwivities that were deemed by the Federal Red@oaed to be so closely related to
banking as to be a proper incident thereto.

The Gramme-Leach-Bliley Act of 1999 (GLB Act) ameddée BHC Act to permit a qualifying bank holdingnepany, called a financial
holding company, to engage in a broader rangetofitees than those traditionally permissible fartk holding companies. A financial
holding company may conduct activities that aradficial in nature,” including insurance, securitieslerwriting and dealing and market-
making, and merchant banking activities, as weldditional activities that the Federal ReserverBaketermines (in the case of incidental
activities, in conjunction with the Treasury Depagnt) are incidental or complementary to finanagtlvities, without the prior approval of
the Federal Reserve Board. The GLB Act also perfimigscial holding companies to acquire companiegaged in activities that are financ
in nature or that are incidental or complementariffrtancial activities without the prior approvdltbe Federal Reserve Board. The GLB Act
also repealed the provisions of the Gl&ssagall Act that restricted banks and securitressffrom affiliating. On November 14, 2000, Silit
Valley Bancshares became a financial holding compas a financial holding company, Silicon Vallemfcshares no longer requires the
prior approval of the Federal Reserve Board to aofydbr to acquire ownership or control of entigaged in, activities that are financial in
nature or activities that are determined to bedieictal or complementary to financial activitieshaligh the requirement in the BHC Act for
prior Federal Reserve Board approval for the adtiprisby a bank holding company of more than 5% class of the voting shares of a
bank or savings association (or the holding compdrejther) is still applicable. Additionally, undthe merchant banking authority added by
the GLB Act, Bancshares may invest in companiesahgage in activities that are not otherwise pssihle, subject to certain limitations,
including that Bancshares make the investment thighintention of limiting the investment in duratiand does not manage the company
day-to-day basis.




To qualify as a financial holding company, a baokding company’s subsidiary depository institutionast be well capitalized (as
discussed below in “Regulatory Capital”) and hawkeast “satisfactory” composite, managerial andn@wunity Reinvestment Act (“CRA")
examination ratings. A bank holding company thasdoot satisfy the criteria for financial holdingngpany status is limited to activities that
were permissible under the BHC Act prior to theatmeent of the GLB Act. A financial holding compathat does not continue to meet all of
the requirements for financial holding companyusawill, depending upon which requirements it fallsneet, lose the ability to undertake
new activities or acquisitions that are not genggaérmissible for bank holding companies or totamre such activities.

Silicon Valley Bancshares is also treated as a bafding company under the California Financial Eo#ls such, Silicon Valley
Bancshares and its subsidiaries are subject togierexamination by, and may be required to filgorés with, the California Department of
Financial Institutions.

Regulatory Capita

The federal banking agencies have adopted mininiskrbased capital guidelines for bank holding conigs and banks intended to
provide a measure of capital that reflects the @e@f risk associated with a banking organizatieperations for both transactions reported
on the balance sheet as assets and those recardéfebalance sheet items. These off-balance steges include transactions such as
commitments, letters of credit, and recourse aearents. Under these guidelines, dollar amountss¥ta and credit-equivalent amounts of
off-balance sheet items are adjusted by one ofrabgenversion factors and/or risk adjustment petages. The Federal Reserve Board
requires bank holding companies and state memlmdstgenerally to maintain a minimum ratio of qualify total capital to risk-adjusted
assets of 8% (10% to be well capitalized). At Idesdt of total capital must consist of items sustcammon stock, retained earnings,
noncumulative perpetual preferred stock, minonitgiests (including trust preferred securities), dodbank holding companies, a limited
amount of qualifying cumulative perpetual preferséack, less most intangibles including goodwilli€r 1 capital”). The remainder (“Tier 2
capital”) may consist of other preferred stocktaierother instruments, and limited amounts of sdinated debt and the loan and lease
allowance. Not more than 25% of qualifying Tierdpital may consist of trust preferred securitiesodder to be well capitalized, a bank
holding company must have a minimum ratio of Tieapital to risk-adjusted assets of 6%. The Fedeeakrve Board also requires
Bancshares and Silicon Valley Bank to maintain aimiim amount of Tier 1 capital to total averageetsgeferred to as the Tier 1 leverage
ratio. For a bank holding company or a bank thagtsieertain specified criteria, including those¢hia highest of the five categories used by
regulators to rate banking organizations, the mimmTier 1 leverage ratio is 3%. All other instituts are required to maintain a Tier 1
leverage ratio of at least 3% plus an additionahgan of 100 to 200 basis points (or at least 5%etovell capitalized). In addition to these
requirements, the Federal Reserve Board may setdodl minimum capital requirements for specifisiitutions at rates substantially above
the minimum guidelines and ratios. Under certaiownstances, Silicon Valley Bancshares must filétew notice with, and obtain approval
from, the Federal Reserve Board prior to purchasmgdeeming its equity securities. See Item KifBess—Supervision and Regulation—
Prompt Corrective Action and Other Enforcement Matbms for additional discussion of capital ratios.

The ability of Silicon Valley Bancshares, like othiank holding companies, to continue to includenititstanding trust preferred
securities in Tier 1 capital has been made theestibf some doubt due to the issuance by the Fialafsccounting Standards Board (FASB)
in January 2003 of Interpretation No. 46 “Consdiigia of Variable Interest Entities (VIE),” and inay 2003 of Statement of Financial
Accounting Standards (SFAS) No. 150, “Accounting@ertain Financial Instruments with Characteristif both Liabilities and Equity,”
although the Federal Reserve Board announcedyr?0@3 that qualifying trust preferred securitighf wontinue to be treated as Tier 1 caf
until notice is given to the contrary.




Silicon Valley Bancshares and Silicon Valley Bam& also subject to rules that govern the regulatapital treatment of equity
investments in nonfinancial companies made onter &arch 13, 2000 and held under certain specliégédl authorities by a bank or bank
holding company. Silicon Valley Bank does not cathghold any such equity investments. Under tHesiuthese equity investments will be
subject to a separate capital charge that willcedubank holding company’s Tier 1 capital andrespondingly, will remove these assets
from being taken into consideration in establishanigank holding company’s required capital ratissussed above.

The rules provide for the following incremental Tiecapital charges: 8% of the adjusted carryingevaf the portion of such aggregate
investments that are up to 15% of Tier 1 capita%lof the adjusted carrying value of the portioswéh aggregate investments that are
between 15% and 25% of Tier 1 capital; and 25%efadjusted carrying value of the portion of sughragate investments that exceed 25%
of Tier 1 capital. The rules normally do not apfdyunexercised warrants acquired by a bank for ngp&iloan or to equity securities that are
acquired in satisfaction of a debt previously cactied and that are held and divested in accordaitkepplicable law.

The federal banking agencies have also adopteidteaigency policy statement which provides thatatiequacy and effectiveness of a
bank’s interest rate risk management process ankbtel of its interest rate exposures are crifigefors in the evaluation of the baslcapita
adequacy. A bank with material weaknesses in ies@st rate risk management process or high leféfgerest rate exposure relative to its
capital will be directed by the federal banking gjes to take corrective actions. Financial infitius that have substantial amounts of their
assets concentrated in high-risk loans or nontaadit banking activities and who fail to adequatelgnage these risks may be required to set
aside capital in excess of the regulatory minimums.

The capital ratios of Silicon Valley Bancshares &iliton Valley Bank, respectively, exceeded thdl\sapitalized requirements, as
defined above, at December 31, 2004. See Item @sdlidated Financial Statements and Supplementatg-BNote 22. Regulatory Matters
for the capital ratios of Silicon Valley Bancshaegsl Silicon Valley Bank as of December 31, 2004.

Regulation of Silicon Valley Bat

Silicon Valley Bank is a California-chartered barid a member of the Federal Reserve System. SNatiay Bank is subject to
primary supervision, periodic examination and ragah by the California Department of Financialtitugions and the Federal Reserve
Board. If, as a result of an examination of Silidtalley Bank, the Federal Reserve Board shouldraete that the financial condition, capi
resources, asset quality, earnings prospects, rearady, liquidity, or other aspects of Silicon VglRank’s operations are unsatisfactory or
that Silicon Valley Bank or its management is viinlg or has violated any law or regulation, varioesiedies are available to the Federal
Reserve Board. Such remedies include the powerjtine“unsafe or unsound” practices, to requirérafétive action to correct any
conditions resulting from any violation or practite issue an administrative order that can becjally enforced, to direct an increase in
capital, to restrict the growth of Silicon ValleyaBk, to assess civil monetary penalties, to renaffieers and directors, and ultimately to
terminate Silicon Valley Bank'’s deposit insuranadijch for a California-chartered bank would resala revocation of Silicon Valley Bank’s
charter. The California Department of Financiatitmiions has many of the same remedial powersiodarrequirements and restrictions
under the laws of the State of California and timité$l States affect the operations of Silicon \laBank. State and federal statues and
regulations relate to many aspects of Silicon \yaBank’s operations, including reserves againsbdig, ownership of deposit accounts,
interest rates payable on deposits, loans, inveginmergers and acquisitions, borrowings, dividethatations of branch offices, and capital
requirements. Further, Silicon Valley Bank is reqdito maintain certain levels of capital. See Raguy Capital above.
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The GLB Act changed the powers of national bankktarir subsidiaries, and made similar changekéarpbwers of state bank
subsidiaries. The GLB Act permits a national bamkrnderwrite, deal in, and purchase state and levainue bonds. It also allows a
subsidiary of a national bank to engage in findraxéivities that the bank cannot, except for gah#rsurance underwriting and real estate
development and investment. In order for a subsid@mengage in new financial activities, the naéibbank and its depository institution
affiliates must be well capitalized; have at I¢astisfactory” general, managerial, and CRA exarimaratings; and meet other qualification
requirements relating to total assets, subordindébd, capital, risk management, and affiliate seamtions. Subsidiaries of state banks can
exercise the same powers as national bank subsglithey satisfy the same qualifying rules thpply to national banks. For state banks
are members of the Federal Reserve System likeo8iWalley Bank, prior approval of the Federal Resdoard is required before a bank
can create a subsidiary to capitalize on the amiditifinancial activities empowered by the GLB Act.

Restrictions on Dividenc

Bancshares’ ability to pay cash dividends is limhibyy generally applicable Delaware corporation liamits. In addition, Bancshares is a
legal entity separate and distinct from SiliconlgaBank, and there are statutory and regulatonjtditions on the amount of dividends that
may be paid to Bancshares by Silicon Valley Bankriily 2004, 2003, and 2002, Silicon Valley Bankdpdividends of $25.0 million, $51.0
million, and $80.0 million, respectively, to Banesbs. However, a part of the dividend paid in 2808 the dividend paid in 2004 were in
excess of the amount permitted under the CalifoBtge Department of Financial Institutions (“DFgQidelines. Therefore Bancshares has
been required by the DFI to return to Silicon Valkank a portion the 2003 dividend and the 2004d@éind—the total amount returned
totaled $28.4 million. At this time, Silicon Vall&ank must obtain prior approval from the DFI befpaying any further dividends to
Bancshares. The Federal Reserve Board and the@aifCommissioner of Financial Institutions (then@nissioner) have the authority to
prohibit Silicon Valley Bank from engaging in agtigs that, in their opinion, constitute unsafeuasound practices in conducting its busin
Depending upon the financial condition of Silicoally Bank and other factors, the regulators caslsbrt that the payment of dividends or
other payments might, under some circumstancean lumsafe or unsound practice. If Silicon ValleynBéails to comply with its minimum
capital requirements, its regulators could restricability to pay dividends using prompt corrgetaction or other enforcement powers. The
Commissioner may impose similar limitations on ¢o@duct of Californiachartered banks. See Item 8. Consolidated FinaBtééments ar
Supplementary Data—Note 22. Regulatory Mattergufdher discussion on dividend restrictions.

Transactions with Affiliates

Transactions between Silicon Valley Bank and itsraping subsidiaries, on the one hand, and thiliatés, on the other, are subject to
restrictions imposed by federal and state law. &mestrictions prevent Bancshares and other aédifrom borrowing from, or entering into
other credit transactions with, Silicon Valley Bamkits operating subsidiaries unless the loarthoer credit transactions are secured by
specified amounts of collateral. All such loans aretlit transactions and other “covered transastibg Silicon Valley Bank and its
operating subsidiaries with any one affiliate am@ted, in the aggregate, to 10% of Silicon Valggnk’s capital and surplus; and all such
loans and credit transactions and other “covelustactions” by Silicon Valley Bank and its opergtsubsidiaries with all affiliates are
limited, in the aggregate, to 20% of Silicon ValBgnk’s capital and surplus. For this purpose,avéced transaction” generally includes,
among other things, a loan or extension of credirt affiliate, a purchase of or investment in siéies issued by an affiliate, a purchase of
assets from an affiliate, the acceptance of a ggdssued by an affiliate as collateral for anemdion of credit to any borrower, and the
issuance of a guarantee, acceptance, or letteediton behalf of an affiliate. A company thasislirect or indirect subsidiary of Silicon
Valley Bank would not be considered to be an “&ffd” of Silicon Valley Bank or its
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operating subsidiaries unless it fell into one eftain categories, such as a “financial subsidiagthorized under the GLB Act. In addition,
Silicon Valley Bank and its operating subsidiageserally may not purchase a low-quality asset fabnaffiliate, and covered transactions
and other specified transactions by Silicon VaBank and its operating subsidiaries with an at@limust be on terms and conditions that are
consistent with safe and sound banking practiceso,/ilicon Valley Bank and its operating subsiigia generally may engage in transact
with affiliates only on terms and under circumsesdncluding credit standards, that are substntiee same, or at least as favorable to the
Bank or its subsidiaries, as those prevailing attifme for comparable transactions with nonaf@thtompanies.

Prompt Corrective Action and Other Enforcement Matdsims

Federal banking agencies possess broad powersstadarective and other supervisory action on anri@d bank and its holding
company. Federal laws require each federal bardgmemcy to take prompt corrective action to restieeproblems of insured banks. Each
federal banking agency has issued regulationsidgffive categories in which an insured deposiiostitution will be placed, based on the
level of its capital ratios: well capitalized, adetely capitalized, undercapitalized, significanthdercapitalized, and critically
undercapitalized.

Based upon its capital levels, a bank that is fladsas well capitalized, adequately capitalizedundercapitalized may be treated as
though it were in the next lower capital categdmhé appropriate federal banking agency, afteiceaind opportunity for hearing, determines
that an unsafe or unsound condition, or an unsaf@sound practice, warrants such treatment. At saccessive lower-capital category, an
insured bank is subject to more restrictions, iditlg restrictions on the bank’s activities, opema#il practices or the ability to pay dividends.
However, the federal banking agencies may not &eanstitution as critically undercapitalized wsdéts capital ratios actually warrant such
treatment.

In addition to measures taken under the prompective action provisions, bank holding companies iasured banks may be subject to
potential enforcement actions by the federal raguiafor unsafe or unsound practices in condudtiedy business, or for violation of any law,
rule, regulation, condition imposed in writing hetagency or term of a written agreement with tienay. Enforcement actions may include
the appointment of a conservator or receiver ferlthnk; the issuance of a cease and desist omttazah be judicially enforced; the
termination of the bank’s deposit insurance; thpasition of civil monetary penalties; the issuan€directives to increase capital; the
issuance of formal and informal agreements; theaisse of removal and prohibition orders againstef$, directors, and other institution-
affiliated parties; and the enforcement of suclpastthrough injunctions or restraining orders ldaggon a judicial determination that the
agency would be harmed if such equitable relief m@sgranted.

Safety and Soundness Guidelines

The federal banking agencies have adopted guideimassist in identifying and addressing potestdéty and soundness concerns
before capital becomes impaired. The guidelinesbiish operational and managerial standards relatin(1) internal controls, information
systems, and internal audit systems; (2) loan dectiation; (3) credit underwriting; (4) interesteaxposure; (5) asset growth and asset
quality; and (6) compensation, fees, and benéfitaddition, the federal banking agencies have ttbgafety and soundness guidelines for
asset quality and for evaluating and monitoringigays to ensure that earnings are sufficient fermtaintenance of adequate capital and
reserves.
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Premiums for Deposit Insuran:

Silicon Valley Bank’s deposit accounts are insurgdhe Bank Insurance Fund, as administered b¥éueral Deposit Insurance
Corporation, up to the maximum permitted by lawe HDIC may assess premiums to maintain a suffi¢éient balance. The amount charged
is based on the capital level of an institution andch supervisory assessment based upon the rekaktamination findings by the institutia’
primary federal regulator and other informationrded relevant by the FDIC to the institution’s fical condition and the risk posed to the
Bank Insurance Fund. As of December 31, 2004, BIE€ B semi-annual assessment for the insurancdfofiBposits ranged from zero (0) to
twenty seven (27) cents per $100 of insured defoEite FDIC may increase or decrease the premiteroraa semi-annual basis. As of
December 31, 2004, Silicon Valley Bank’s assessmaatwas zero.

Silicon Valley Bank is also required to pay an arassessment of approximately six (6) cents pe0 ®f insured deposits toward the
retirement of U.S. government-issued financing oaapion bonds.

Community Reinvestment Act and Fair Lending

Silicon Valley Bank is subject to a variety of fe&ending laws and reporting obligations, includthg CRA. The CRA generally requires
the federal banking agencies to evaluate the regioadbank in meeting the credit needs of its l@omhmunities, including low- to moderate-
income neighborhoods. In November 2003, the FedRraérve Board rated Silicon Valley Bank “satiséagt in complying with its CRA
obligations. A bank can become subject to substhpéinalties and corrective measures for any vaiadf fair lending laws. When regulatii
and supervising other activities or assessing vérgthapprove certain applications, the federaklmenagencies may consider a bankecorc
of compliance with such laws and CRA obligations.

Privacy

The GLB Act imposed customer privacy requirememsoy company engaged in financial activities. Untlese requirements, a
financial company is required to protect the segwand confidentiality of customer nonpublic perabinformation. Also, for customers who
obtain a financial product such as a loan for pemdamily, or household purposes, a financial pany is required to disclose its privacy
policy to the customer at the time the relationshipstablished and annually thereafter. The firrdmompany must also disclose its policies
concerning the sharing of the customer’s nonpyidisonal information with affiliates and third pest If an exemption is not available, a
financial company must provide consumers with aceadf its information-sharing practices that altothe consumer to reject the disclosure
of its nonpublic personal information to third pest Third parties that receive such informatiom subject to the same restrictions as the
financial company on the re-use of the informatigimally, a financial company is prohibited fronsdiosing an account number or similar
item to a third party for use in telemarketingedirmail marketing, or marketing through electramigil. Financial companies were require
be in compliance with these consumer privacy reguénts no later than July 1, 2001.

The California Financial Information Privacy ActB$) became effective on July 1, 2004, and apptidgiancial institutions doing
business in the State of California. SB1 tightexistimg federal restrictions on the sharing of aoner nonpublic personal information with
affiliates and nonaffiliated third parties.

Silicon Valley Bank has written policies with reddo the sharing of consumer nonpublic personalrmétion. Our policies comply wi
both federal and California rules applicable togkeurity and confidentiality of consumer nonpulpésonal information.
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USA Patriot Act of 2001

As part of the Uniting and Strengthening AmericaRrgviding Appropriate Tools Required to Intercaptl Obstruct Terrorism Act of
2001 (the USA Patriot Act), Congress adopted theriational Money Laundering Abatement and Findrfoidi-Terrorism Act of 2001
(“IMLAFATA"). IMLAFATA amended the Bank Secrecy Acind adopted certain additional measures thatlestat) or increased already
existing obligations of financial institutions, inding Silicon Valley Bank, to identify their custeers, watch for and report upon suspicious
transactions, respond to requests for informatipfederal banking regulatory authorities and laioeztement agencies, and share informe
with other financial institutions. The Secretarytloé Treasury has adopted several regulationspfement these provisions. Pursuant to
certain of these regulations, Silicon Valley Ban&ymmot establish, maintain, administer, or managereespondent account in the United
States for, or on behalf of, a foreign shell badnkaddition, IMLAFATA expands the circumstances endhich funds in a bank account may
be forfeited. IMLAFATA also amended the BHC Act athé Bank Merger Act to require the federal bankiegulatory authorities to consic
the effectiveness of a financial institution’s amtbney laundering activities when reviewing an agtion to expand operations. Silicon
Valley Bank has in place a Bank Secrecy Act conmglaprogram.

Regulation of Certain Subsidiari

Two of our subsidiaries, SVB Alliant and SVB Setied, are registered as broker-dealers with théoNalt Association of Securities
Dealers, Inc. (NASD) and as such are subject tolagign by the NASD and the US Securities and ErgeaCommission (SEC). Our
investment advisory subsidiaries, Woodside Assatddament, Inc., and SVB Asset Management, areteegtswith the SEC under the
Investment Advisers Act of 1940, as amended, aadalject to that act and the rules and regulapomsulgated thereunder.

Our broker-dealer subsidiaries are subject to RG&8-1 under the Securities Exchange Act of 1934 Exchange Act), which is
designed to measure the general financial condémahliquidity of a broker-dealer. Under this rubeir broker-dealer subsidiaries are required
to maintain the minimum net capital deemed necggsamneet broker-dealersbntinuing commitments to customers and others edodrtair
circumstances, this rule could limit the abilityBdincshares to withdraw capital from SVB Alliantddimit the ability of Silicon Valley Bank
to withdraw capital from SVB Securities.

As broker-dealers, SVB Alliant and SVB Securities also subject to other regulations covering therations of their respective
businesses, including sales and trading practicespf client funds and securities; and condudiirefctors, officers, and employees. Broker-
dealers are also subject to regulation by statergies administrators in the states where thepukiness. Violations of the stringent
regulations governing the actions of a broker-dezda result in the revocation of broker-dealegrigses; the imposition of censures or fines;
the issuance of cease and desist orders; andgperssion or expulsion from the securities busioéssfirm, its officers, or its employees. 1
SEC and the NASD, in particular, emphasize the fieeslupervision and control by broker-dealershafit employees.

Available Information

We make available free of charge through our Itewebsitehttp://www.svb.comgur annual report on Form 10-K, quarterly reports o
Form 10-Q, current reports on Form 8-K, and amendsi® those reports filed or furnished pursuar8eotion 13(a) or 15(d) of the
Exchange Act as soon as reasonably practicablesafté material is electronically filed with or fushed to the SEC. (Our website address is
provided solely for informational purposes andads intended to be part of this Annual Report.)
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Item 2. Properties

Our corporate headquarters facility consists adehvuildings and is located at 3003 Tasman Drigat&sClara, California. On
September 15, 2004, we renegotiated the leaseddiatur corporate headquarters facility, whighlaeed the original lease, dated March 8,
1995. The new lease covers two buildings, commisimproximately 157,000 square feet of space, whigloccupied under the previous
lease, as well as a third building, comprising agpnately 56,500 square fee of space, within theestacility complex. The total square
footage of the premises leased under the new lrasegement is approximately 213,500 square fdathns approximately the same square
footage of our corporate headquarters under itsque leases. The term of the new corporate heaittgadease began retroactively on
August 1, 2004, and will end on September 30, 20f¥kss terminated earlier.

In 2002, we exited leased premises, located inaS@lsra, California, totaling approximating 18,0fuare feet. The lease on that
building will expire in August 2005. Our managemdatermined that the premises would have no fuldgnomomic value to our operations,
except for any potential future sublease arrangéniderefore, during 2002, we incurred charge-offapproximately $2.5 million related to
the exit of these premises.

We currently operate 25 regional offices. We opethtoughout the Silicon Valley with offices in Rrent, Santa Clara, Palo Alto and
Sand Hill Road in Menlo Park. Other regional offige California include Irvine, Los Angeles, Napally, San Diego, San Francisco, and
Sonoma. Office locations outside of California ud#: Phoenix, Arizona; Boulder, Colorado; Atlar@gorgia; Chicago, Illinois; Boston,
Massachusetts; Minneapolis, Minnesota; New YorkyN®rk; Durham, North Carolina; Portland, Oregohjl&delphia, Pennsylvania;
Austin, Texas; Dallas, Texas; Vienna, Northern Viig; and Seattle, Washington. All of our propestare occupied under leases, which
expire at various dates through 2014, and in mssances include options to renew or extend at ebastes and terms. We also own
leasehold improvements, equipment, furniture, axtdries at our offices, all of which are used i business activities.

Item 3. Legal Proceedings

From time to time, we are subject to legal claimg proceedings that are in the normal course obasmess. While the outcome of
these matters is currently not determinable, basddformation available to the Company, its revigvsuch claims to date and consultation
with its outside counsel, we do not currently expkat the ultimate costs to resolve these matifeasy, will have a material adverse effect
our liquidity, consolidated financial position @sults of operations.

Item 4 . Submission of Matters to a Vote of Secity Holders
None.
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PART Il
Item 5. Market for the Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases Equity Securities
Market Information

Our common stock is traded over the counter orNit@onal Association of Securities Dealers Autorddiotation (NASDAQ) nation
market under the symbol SIVB. The per share rarfigegh and low sale prices for our common stockegorted on the NASDAQ national
market, as applicable, for each three month periea the years ended December 31, 2004 and 2083sdpllows:

2004 2003
Low High Low High
Three Months Ended:
March 31 $31.02 $39.9¢ $15.71 $19.6Z
June 3( $31.2C $39.65 $18.11 $27.0C
September 3 $32.3¢ $39.9C $22.66 $31.0C
December 3: $37.15 $45.15 $27.4€ $37.2F

Stockholders

There were 689 registered holders of our stock &2oember 31, 2004. Additionally, we believe therye approximately 7,027
beneficial holders of common stock whose shareselin the name of brokerage firms or other foahinstitutions. We are not provided
with the number or identities of all of these stiocklers, but we have estimated the number of swoctkisolders from the number of
stockholder documents requested by these brokéiragefor distribution to their customers.

Dividends

We have not paid cash dividends on our common stimade 1992. Currently, we have no plan to pay cigdends on our common
stock. Periodically, we evaluate the decision ofipg cash dividends in the context of our perforagrgeneral economic performance, and
relevant tax and financial parameters. Our abibtpay cash dividends is limited by generally aggifie corporate and banking laws and
regulations. See Item 1. Business-Supervision agliRtion-Restrictions on Dividends, and Item 8n§€idated Financial Statements and
Supplementary Dathlote 22. Regulatory Matters for additional discaesin restrictions and limitations on the paymdrdigidends impose
on us by government regulations.

The information required by this Item regarding iggaompensation plans is incorporated by referé¢ndbe information set forth in
Item 12 of this Annual Report on Form 10-K.
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Stock Repurchases

(© (d)

(a) (b) Total Number of Maximum Approximate
Total Number Average Price Shares Purchased as Dollar Value of Shares that
Part of Publicly May Yet Be Purchased
of Shares Paid per Announced Plans or Under the Plans or
Period Purchased Share Programs(1) Programs(1)
January 1, 200- March 31, 200: — $ — — $ 46,800,001
April 1, 2004- June 30, 200 — — — 46,800,00(
July 1, 2004 September 30, 20( — — — 46,800,00(
October 1, 2004 — December 31, 2004 300,00( 41.93 . 34,200,00(
2004 Total 300,00( $41.9¢ — $ 34,200,001

(1) On May 7, 2003, the Company announced that its Bo&Directors authorized a stock repurchase prograf up to $160.0 million,
with no specified expiration date. This programdree effective immediately and replaced previoushoanced stock repurchase
programs. Stock repurchases under this program beamnade from time to time. Under this program,Gleenpany repurchased in
aggregate 4.8 million shares of common stock toga#i125.8 million as of 2004. The approximate dol@ue of shares that may still be
repurchased under this program totaled $34.2 millas of December 31, 2004.

Recent Sales of Unregistered Securities
None

ltem 6. Selected Consolidated Financial Data

The following selected consolidated financial dgttauld be read in conjunction with our consoliddtedncial statements and
supplementary data as presented in Item 8 of thisual Report on Form 10-K. Certain reclassificadibave been made to our prior years’
results to conform to 2004 presentations. Suctassdications had no effect on the results of dpmna or stockholders’ equity. In addition,
the common stock summary information has beenteskta reflect a two-for-one stock split on May 2800.
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Years Ended December 31
2004 2003 ] 2002 2001 2000
(Dollars and shares in thousands, except per stmoeints

Income Statement Summary:

Net interest incom $ 234,74¢ $ 188,88« $ 194,70¢ $ 262,988 $ 329,84¢
(Recovery of)/provision for loan and lease los (9,901) (8,727) 7,220 17,028 54,175
Noninterest incom 106,033 75,060 67,858 70,833 189,63C
Noninterest expens 242,48¢€ 265,191 183,03¢€ 183,184 198,78¢
Minority interest in net (gains) losses of consatet

affiliates (3,079) 7,689 7,767 7,546 460
Income before income tax exper 105,117 15,169 80,077 141,152 266,97¢
Income tax expens 39,741 3,192 26,719 52,998 107,907
Net income $ 6537¢ $ 11977 $ 5335 $ 88,15/ $ 159,06¢
Common Share Summary:
Earnings per sha-basic $ 186 $ 033 $ 121 % 185 % 3.41
Earnings per sha-diluted 1.74 0.32 1.18 1.79 3.23
Book value per shai $ 148C $ 12.7€¢  $ 1458 % 1382 % 12.54
Weighted average shares outstan-basic 35,215 36,109 44,000 47,728 46,656
Weighted average shares outstan-diluted 37,595 37,321 45,080 49,155 49,220
Year-End Balance Sheet Summary
Investment securitie $ 2,258,200 $1,57543: $153569: $1,833,16: $ 2,107,59(
Loans, net of unearned incor 2,312,142 1,989,22¢ 2,086,08( 1,767,03¢ 1,716,54¢
Gooduwill 35,639 37,549 100,54¢ 96,380 —
Assets 5,153,60( 4,480,00¢ 4,195,31¢ 4,187,54¢ 5,642,551
Deposits 4,219,51¢ 3,666,87¢ 3,436,127 3,380,977 4,862,25¢
Contingently convertible del 146,74C 145,797 — — —
Junior subordinated debentu 49,421 49,652 — — —
Trust preferred securities( — — 39,472 38,641 38,589
Stockholder’ equity $ 532,26¢ $ 447,008 $ 590,35C $ 627,51¢ $ 614,12]
Average Balance Sheet Summary
Investment securitie $ 1,943,13: $1,440,51° $1,554,038 $1,817,37¢ $ 1,932,46:
Loans, net of unearned incor 1,954,46¢ 1,800,022 1,762,29¢ 1,656,95¢ 1,580,17¢
Gooduwill 37,066 91,992 98,252 24,955 —
Assets 4,766,721 4,053,90¢ 3,880,04¢ 4,387,62¢ 5,196,312
Deposits 3,905,46¢ 3,277,59¢ 3,063,51¢ 3,581,72¢ 4,572,457
Contingently convertible del 146,25E 73,791 — — —
Junior subordinated debentu 49,362 24,490 — — —
Trust preferred securities( — 19,193 38,667 38,611 38,559
Stockholder’ equity $ 486,611 $ 49499¢ $ 631,008 $ 651,861 $ 478,01¢
Capital Ratios:
Total risk-based capital rati 15.9% 16.6% 16.0% 17.2% 17.7%
Tier 1 risk-based capital rati 12.5% 12.0% 14.8% 15.9% 16.5%
Tier 1 leverage rati 10.9% 10.2% 13.8% 14.7% 12.0%
Average stockholde’ equity to average asst 10.2% 12.3% 16.2% 14.9% 9.2%
Selected Financial Ratios
Return on average ass 1.4% 0.3% 1.4% 2.0% 3.1%
Return on average stockhold equity 13.4% 2.4% 8.5% 13.5% 33.3%
Net interest margin(1 55% 5.3% 57% 6.8% 6.9%
Net recoveries (char-offs) to average total loat (0.1)% 0.0% (0.3)% (1.1)% (3.3)%
Nonperforming assets as a percentage of totals 0.3% 0.3% 0.5% 0.4% 0.3%
Allowances for loan and lease losses as a perdeotad

gross loans(2 1.6% 2.5% 2.8% 3.2% 3.4%
Other Data:
Client investment funds

Private label client investment fun $ 7,260,32( $7,61530° $7,642,09C $8,572,91( $10,069,60°

Client investment assets under manager 2,678,04z 591,61C — — —

Sweep fund: 1,351,244 1,139,211 853,231 710,458 736,087
Total client investment func $11,289,601 $9,346,12t $8,495,32. $9,283,36¢( $10,805,69

(1) Adoption of FIN No. 46 and SFAS No. 150 i flatter half of 2003 resulted in a change of d&sdion of trust preferred securities distributiexpense from noninterest
expense to interest expense on a prospective Bagigionally, the adoption of FIN No. 46 and SFA®. 150 resulted in a change of classificationras$t preferred
securities from noninterest bearing funding soutodaterestbearing liabilities on a prospective basis. Prinadoption of FIN No. 46 and SFAS No. 150, in adeoce witt
accounting rules in effect at that time, we recdrttast preferred securities distribution expersaa@ninterest expense. On October 30, 2003, $5li6min cumulative
7.0% trust preferred securities were issued thraugbwly formed special purpose trust, SVB CapitalVe received $51.5 million in proceeds from thguance of 7.0%
junior subordinated debentures to SVB Capital Ipdktion of the net proceeds were used to redeenxtsting $40.0 million of 8.25% Trust Preferregt8rities.
Approximately $1.3 million of deferred issuancetsaglated to redemption of the $40.0 million 8.26%st preferred securities were included in irgeexpense in the
fourth quarter of 2003.
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(2) Historically, we aggregated our allowancelfan losses and allowance for loan loss contingemnd reflected the aggregate allowance in ounaie for loan and lease
losses (ALLL) balance. Commencing in the fourthrteraof 2004, we reflected our allowance for load éease losses in our ALLL balance and allowancéoan loss
contingency in other liabilities. These reclassifions were also made to prior periods’ balancetsit® conform to current period’s presentatiordgdifionally, we
reclassified expense from the provision for loasss related to changes in the allowance for lessidontingency into noninterest expense for albge presented. Such
reclassifications had no effect on our resultsp#rations or stockholders’ equity but have hadefffect of lowering our ALLL to total gross loanse&Credit Quality table
included under Credit Quality and the Allowancelfoan and Lease Losses under Item 7. Managemeat&i®n and Analysis of Financial Condition and Resf
Operations—Financial Condition.
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Item 7. Managemen'’s Discussion and Analysis of Financial Condition ahResults of Operations

Management’s discussion and analysis contains foRleking statements. These statements are basedrent expectations and
assumptions that are subject to risks and uncédairictual results could differ materially becaws factors discussed in “ltem 7A.
Quantitative and Qualitative Disclosures about MafRisk—Factors That May Affect Future Results”.

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

Overview of Company Operations

Silicon Valley Bancshares is a bank holding compamy a financial holding company that was incorfmtdn the state of Delaware in
March 1999. Our principal subsidiary, Silicon VgliBank, is a California state-chartered bank anteanber of the Federal Reserve System.
Silicon Valley Bank’s deposits are insured by tleel€ral Deposit Insurance Corporation. Our corpdratalquarters is located at 3003
Tasman Drive, Santa Clara, California 95054, andelephone number is 408.654.7400. When we ref&siticon Valley Bancshares,” or
“we” or use similar words, we intend to includei®ih Valley Bancshares and all of its subsidiadelfectively, including Silicon Valley
Bank. When we refer to “Bancshares,” we are raigrdnly to the parent company, Silicon Valley Barargs.

For over 20 years, we have been dedicated to hliegitrepreneurs succeed, specifically focusinghdnstries where we have deep
knowledge and relationships. Our focus is on tehrelogy, life science, private equity, and premiwime industries. We continue to
diversify our products and services to supportadgnts throughout their life cycles, regardlesshair age or size. We offer a range of
financial services that generate three distincteeaiof income.

In part, our income is generated from interest differentials. The difference between the interatts paid by us on interest-bearing
liabilities, such as deposits and other borrowirgsl the interest rates received on inteeasting assets, such as loans extended to clied
securities held in our investment portfolio, acdsuior the major portion of our earnings. Our défsasre largely obtained from commercial
clients within our technology, life science, prigaquity, and premium wine industry sectors, an@, esser extent, from individuals served
by our Private Client Services group. We do noaiwbtleposits from conventional retail sources aaemo brokered deposits. As part of
negotiated credit facilities and certain other &y, we frequently obtain rights to acquire stimcthe form of warrants in certain client
companies.

Fee-based services also generate income for ourdsss We market our full range of financial seggito all of our commercial and
private equity firm clients. In addition to commiaddbanking and private client services, we offsg-based merger and acquisition services,
private placements, and investment and advisomicgss. Our ability to integrate and cross-sell diverse financial services to our clients is a
strength of our business model.

In addition, we seek to obtain returns through strents in private equity and venture capital fimvdstments. We manage three
limited partnerships: a venture capital fund tinests directly in privately held companies and fumds that invest in other venture capital
funds.

Critical Accounting Policies

The accompanying managementiiscussion and analysis of results of opera@mrasfinancial condition are based upon our conatdid
financial statements, which have been prepareddordance
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with generally accepted accounting principles m thited States of America. The preparation ofétfesncial statements requires
management to make estimates and judgments tleat &fe reported amounts of assets, liabilitiegmaes, and expenses and related
disclosure of contingent assets and liabilitiesnitgement evaluates estimates on an ongoing basisadément bases its estimates on
historical experiences and various other factotsassumptions that are believed to be reasonabier tine circumstances, the results of
which form the basis for making judgments aboutdheying values of assets and liabilities thatreoereadily apparent from other sources.
Actual results may differ materially from theseimsttes under different assumptions or conditions.

We believe the accounting policies and estimatesudised below are the most critical to our auditetsolidated financial statements
because their application places the most sigmfidamands on our management regarding matterata@therently uncertain. The financ
impact of each estimate, to the extent signifi¢arfinancial results, is discussed in the appliea®ctions of the management’s discussion anc
analysis. As of December 31, 2004, there have heenaterial changes to these policies since thedasrting period.

Our senior management discussed the developméattiea, and disclosure of these critical accougpolicies with our audit
committee on January 26, 2005.

Marketable Equity Securitie:
Our investments in marketable equity securitiefuithe:
» By receipt of warrants for shares of publicly trad®mpanies.

» Investments in shares of publicly traded compartigsity securities in our warrant, direct equitydavzenture capital fund portfolios
generally become marketable when a portfolio compmampletes an initial public offering on a pubjiceported market or is acquired b
publicly traded company.

Unrealized gains on warrants and unrealized gaifissses on equity investment securities are rexbeghon the establishment of a
readily determinable fair value of the underlyirgugrity, as defined by Statement of Financial Acting Standards (SFAS) No. 115,
“Accounting for Certain Investments in Debt and Egjinstruments.”

» Unrealized gains or losses after applicable taxesvailable-for-sale marketable equity securitieg result from initial public offerings
are excluded from earnings and are reported inmaglated other comprehensive income, which is ars¢égpaomponent of stockholders’
equity. We are often contractually restricted freefling equity securities for a certain periodiofé subsequent to the portfolio company’s
initial public offering. Often equity securitiesltdeby us for sale are not registered under the I8&1Act of 1933 (the Securities Act). In
such cases, we often seek exemption from the ratitsi requirements of the Securities Act by effegkales of equity securities of the
portfolio company in compliance with the currenbpea information, holding period, volume limitatiaand manner of sale requirements of
Rule 144 under the Securities Act. In additionaasnducement to the underwriter(s) to underwtitehsan offering, security holders,
including us, typically enter into an agreementwtite underwriter(s) and/or the portfolio compgmyssuant to which the security holder
agrees to refrain from selling the securities Hslduch holder for a period of time, often 180 dafter the initial public offering. As a
result of such regulatory and contractual requirgisieve are frequently restricted for some peribtinee in our ability to liquidate
portfolio securities even after a portfolio compdras completed an initial public offering. Gaindasses on these marketable equity
instruments are recorded in our consolidated regtnre in the period the underlying securities ate soa third party.
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» If we possess a warrant that can be settled wikkt @ash payment to us, the warrant meets theitigfirof a derivative instrument.
Changes in fair value of such derivative instrureenre recognized as securities gains or lossas inomsolidated net income.

Marketable equity securities are recorded at falue, which initially is the purchase cost of tkewities. However, a decline in the fair
value of any of these securities that is considethdr-than-temporary is recorded in our consodéidatet income in the period the impairment
occurs. The cost basis of the underlying secusityritten down to fair value as a new cost basis.

Marketable equity securities held through our vemtapital fund, Silicon Valley BancVentures, LR eecorded at fair value, which
initially is the purchase cost of the securitiesldings that are saleable without restriction aakigd at the most recent stock exchange clc
price prior to the valuation. In addition, holdintat are subject to limitations under Rule 144/anBule 145 or underwriter lock-ups, or in
cases where Bancshares and its affiliates coutbbsidered an affiliate of the issuer are discalitdeallow for possible price reduction due
to restrictions on liquidity. Discounts will rangependent upon many factors, including but nottéohto co-investor discount(s), trading
volume, and price volatility.

We consider our marketable equity securities aciogipolicies to be critical, as the timing and ambof income, if any, from these
instruments typically depend upon factors beyondcomtrol. These factors include the general camdiof the public equity markets, levels
of mergers and acquisitions activity, fluctuatiamshe market prices of the underlying common stoicthese companies, and legal and
contractual restrictions on our ability to sell thederlying securities.

Non-Marketable Equity Securities

We invest in non-marketable equity securities wesal ways:

» By receipt of warrants for shares of privately hetdnpanies.

» By direct purchases of preferred or common stogirivately held companies.

» By capital contributions to venture capital fundsich in turn make investments in preferred or camratock of privately held compani

» Through our venture capital fund, Silicon Valleyr8&entures, LP, which makes investments in prefeorecommon stock of privately
held companies.

» Through our funds of funds, SVB Strategic Investeusd, LP and SVB Strategic Investors Fund I, WRich make investments in vent
capital funds, which in turn, invest in privatelglh companies.

» Through our investments in Partners for Growthaloldl Gold Hill Venture Lending 03, LP, which provifilgancing to privately held
companies in the form of loans and equity.

Unexercised warrant securities in private compaaiednitially recorded at a nominal value on oongolidated balance sheets. They are
carried at this value until they become marketablexpire, except in the following circumstance:

Gains on warrant and gains or losses on equitysinvent securities that result from a portfolio camp being acquired by a publicly
traded company are marked-to-market when the atiquisccurs. The resulting gains or losses aregeized into consolidated net income
on that date, in accordance with Emerging Issue& Farce, Issue No. 91-5, “Nonmonetary Exchangéasft—Method InvestmentsFurthe
fluctuations in the market value of these marketaujuity securities are excluded from consolidattdncome and are reported in
accumulated other comprehensive income, whictseparate component of stockholders’ equity. Uperstie of these equity securities to a
third party, gains and losses, which are measuoed the adjusted cost basis, are recognized icansolidated net income.
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We account for non-marketable equity investmentisges, including warrants, other than those hsldhe SVB Strategic Investors
Fund, LP, SVB Strategic Investors Fund Il, LP,&ih Valley BancVentures, LP, Partners for GrowtR, and Gold Hill Venture Lending 03,
LP, on a cost basis. In the event of a stock-basgdisition of a nomublicly traded issuer by a publicly traded compamg will realize gain
or losses on these securities in our consolidagééihnome when the transaction occurs.

A summary of our accounting policies for other moarketable equity securities is presented in tHeviing table. A complete
description of the accounting policies follows thble.

Private Equity and Venture Capital Fund Investments

Wholly-Owned by Bancshart Cost basis less identified impairment, if ¢

Owned by SVB Strategic Investors Fund, LP,

SVB Strategic Investors Fund II, L

Silicon Valley BancVentures, LP, Partners for

Growth, LP, and Gold Hill Venture Investment company accounting, adjusted to fair
Lending 03, LF value on a quarterly basis through consolidatednoeime

Bancshares’ wholly-owned non-marketable venturétabfund investments and other direct equity inents are recorded on a cost
basis as our interests are considered minor beeaigsvn less than 5.0% of the company and havafhgence over the comparsybperating
and financial policies. Our cost basis in each gtwent is reduced by returns until the cost basisenindividual investment is fully
recovered. Returns in excess of the cost basieaoeded as investment gains in noninterest income.

The values of the investments are reviewed at tpaastterly, giving consideration to the facts airduwmstances of each individual
investment. Management's review of private equityestments typically includes the relevant markiditions, offering prices, operating
results, financial conditions, and exit strategieslecline in the fair value that is consideredestthan-temporary is recorded in our
consolidated net income in the period the impaitnoecurs. Any estimated loss is recorded in non@stieincome as investment losses.

Investments held by Silicon Valley BancVentures,drP recorded at fair value using investment acibogimules. The investments
consist principally of stock in private companikattare not traded on a public market and are sutgj@estrictions on resale. These
investments are carried at estimated fair valudesasrmined by the general partner. The valuatioreggly remains at cost until such time t
there is significant evidence of a change in valaged upon consideration of the relevant markeditions, offering prices, operating results,
financial conditions, exit strategies, and othetipent information. The general partner, Silicoally BancVentures, Inc. is owned and
controlled by Bancshares and has an ownershipesttef 10.7% in Silicon Valley BancVentures, LPeTimited partners do not have
substantive participating rights. Therefore, Siiddalley BancVentures, LP is consolidated and aaipgjor losses resulting from changes in
the estimated fair value of the investments arerdisd as investment gains or losses in our coredelidnet income. The portion of any gains
or losses belonging to the limited partners ise#d in minority interest in net gains or lossksamsolidated affiliates and adjusts
Bancshares’ consolidated net income to reflegigteentage ownership.

The SVB Strategic Investors Fund, LP and SVB Sgiatevestors Fund Il, LP (SIF | and II) portfolieensist primarily of investments
in venture capital funds, which are recorded atvalue using investment company accounting rdles. carrying value of the investments is
determined by the general partners based on titemtage of SIF | and II's interest in the totafl fmiarket value as provided by each venture
capital fund investment. SVB Strategic InvestoisCland SVB Strategic Investors II, LLC generallylize the fair values assigned to the
underlying respective portfolio investments by the
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management of the venture capital funds. The ettulfair value of the investments is determinedragiving consideration to the relevant
market conditions, offering prices, operating resufinancial conditions, exit strategy, and otpertinent information. The general partner of
SVB Strategic Investors Fund, LP, SVB Strategicebtors, LLC, is owned and controlled by Bancshareshas an ownership interest of
11.1%. The general partner of SVB Strategic Invsskand Il, LP, SVB Strategic Investors Il, LLC,as&ned and controlled by Bancshares
and has an ownership interest of 14.4%. The linjigdiners of these funds do not have substantite&ipating rights. Therefore, SIF | and Il
are consolidated and any gains or losses resuiting changes in the estimated fair value of thewencapital fund investments are recorded
as investment gains or losses in our consolidag¢ihnome. The other limited partners share ofgaigs or losses is reflected in minority
interest in net gains or losses of consolidatedlagéis and adjusts Bancshares’ consolidated meinire to reflect its percentage ownership.

Investments held by Partners for Growth, LP anddGtill Venture Lending 03, LP are recorded at faitue using investment
accounting rules. The investments consist prinbipElloans and equity investments in private coniea that are not traded on a public
market and are subject to restrictions on resdles& investments are carried at estimated faievadudetermined by the general partner. The
general partner of Partners for Growth, LP, Pastfi@r Growth GP, L.L.C, is not owned by BancshaBancshares has an ownership interest
of 53.2% in Partners for Growth, LP and thereftine,fund is consolidated and any gains or lossadtiieg from changes in the estimated fair
value of the investments are recorded as investgans or losses in our consolidated net income.@drtion of any gains or losses
belonging to the limited partners is reflected imonity interest in net gains or losses of consaikdi affiliates and adjusts Bancshares’
consolidated net income to reflect its percentageeasship. Bancshares has a 90.7% ownership interést general partner of Gold Hill
Venture Lending 03, LP, Gold Hill Venture Lendingrthers 03, LLC. Both Bancshares and Gold Hill \ieatLending Partners 03, LLC
have an ownership interest of 5.0% and 4.8%, reisede, in Gold Hill Venture Lending 03, LP. Thenlited partners of the fund have the
substantive ability to remove the general partnigénaut cause. Therefore, Gold Hill Venture Lend0®) LP is not consolidated and
Bancshares carries the investments in the fundtamated fair value as determined by the genenghga Changes in the estimated fair value
of the investment are recorded as investment gaitesses in our consolidated net income.

We consider our marketable and non-marketable yegaiturities accounting policies to be criticaltlas timing and amount of gain or
losses, if any, from these instruments depend fgators beyond our control. These factors inclimegeneral condition of the public equity
markets, levels of mergers and acquisitions agtiahd legal and contractual restrictions on oulitphio sell the underlying securities.
Therefore, we cannot predict future gains or loga#s any degree of accuracy and any gains or foaee likely to vary materially from
period to period. In addition, the valuation of rmarketable equity securities included in our ficiahstatements represents our best
interpretation of the underlying equity securitesformance at this time. Because of the inhereoguainty of valuations, the estimated
values of these securities may differ significarfittym the values that would have been used haddymmarket for the securities existed, and
the differences could be material. Future advehs@ges in market conditions or poor operating tesflunderlying investments could result
in losses or an inability to recover the carryirsdue of the investments that may not be refleateahi investment’s carrying value, thereby
possibly requiring an impairment charge in the fatdor further information related to non-markétadquity securities for the years ended
December 31, 2004, 2003, and 2002, please refbettable under Part II—Item 8. Consolidated Fim@r8tatements and Supplementary
Data—Note 7. Investment Securities.

Allowance for Loan and Lease Loss

We consider our accounting policy relating to te@reation of the allowance for loan and lease lsssée critical as estimation of the
allowance involves material estimates by our mamege and is
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particularly susceptible to significant changeghia near term. Our loan loss reserve methodologpjidied to the funded debt as a contra-
asset and to our unfunded loan commitments asaveto Other Liabilities. Except as described impte methodology for the
determination of an appropriate reserve for funaledl unfunded loan commitments is the same.

We define credit risk as the probability of susitaina loss because other parties to the finanes&itument fail to perform in accordance
with the terms of the contract. Through the adntiatéon of loan policies and monitoring of the Igawrtfolio, our management seeks to
reduce such credit risks. While we follow underimgtand credit monitoring procedures, which wedadiare appropriate in growing and
managing the loan portfolio, in the event of nofimenance by these other parties, our potential sxpoto credit losses could significantly
affect our consolidated results of operations amanicial condition.

The allowance for loan and lease losses is estadalithrough a provision for loan losses chargezkpense to provide for credit risk. (
allowance for loan and lease losses is establislrddan losses that are probable but not yetzedliThe process of anticipating loan loss
imprecise. Our management applies the followindguataon process to our loan portfolio to estimdwe tequired allowance for loan and lease
losses:

We maintain a systematic process for the evaluationdividual loans and pools of loans for inhdrgsk of loan losses. On a quarterly
basis, each loan in our portfolio is assigned ditresk rating. Credit risk-ratings are assignedaoscale of 1 to 10, with 1 representing loans
with a low risk of nonpayment, 9 representing loaiith the highest risk of nonpayment, and 10 regpméng loans, which have been charged-
off. This credit risk-rating evaluation processlutes, but is not limited to, consideration of sfettors as payment status, the financial
condition of the borrower, borrower compliance widhn covenants, underlying collateral values, piigéloan concentrations, and general
economic conditions. Our policies require a comeitbf senior management to review at least qugrienddit relationships that exceed
specific dollar values. Our review process evalu#tte appropriateness of the credit risk ratingatotation of allowance for loan and lease
losses, as well as other account management fusct@ur Enterprise Risk Management department ¢fir@uco-sourced relationship,
reviews a selection of credit relationships. Iniddd, our management receives and approves agsisdbr all impaired loans, as defined by
the SFAS No. 114, “Accounting by Creditors for Inrpgent of a Loan.” The allowance for loan and lelasses is allocated based on a
formula allocation for similarly risk-rated loarw, for specific risk issues, which suggest a prédb#dss factor exceeding the formula
allocation for a specific loan, or for individuahpaired loans as determined by SFAS No. 114.

Our evaluation process was designed to determmadbquacy of the allowance for loan and leasesod¥e assess the risk of losses
inherent in the loan portfolio by utilizing modadinechniques. For this purpose, we have developtatiatical model based on historical loan
loss migration to estimate an appropriate allowdnceutstanding loan balances. In addition, welyappmacro allocation to the results of the
aforementioned model to ascertain the total allmedor loan and lease losses. While this evalugifocess uses historical and other
objective information, the classification of loaarsd the establishment of the allowance for loanleask losses, relies, to a great extent, on
the judgment and experience of our management.

Historical Loan Loss Migration Mode

We use the historical loan loss migration moded assis for determining expected loan loss fadigrsredit risk-rating category. The
effectiveness of the historical loan loss migratioodel is predicated on the theory that histottiaids are predictive of future experience.
Specifically, the model calculates the likelihogwlaate of a loan in one risk-rating category mgwime category lower using loan data from
our portfolio.
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We analyze the historical loan loss migration tregacompiling gross loan loss data and by credk rating for the rolling twelvenonth
periods as of the end of each quarter. Each dbtires charged-off over the twelve-month periodsisigned a credit risk rating at the period
end of each of the preceding four quarters. Omaia basis, the model calculates charged-off l@ares percentage of current period end
loans by credit risk-rating category. The perceasagre averaged and are aggregated to estimataouoss factors. The annual periods are
reviewed and averaged to form the loan loss fadtwrseveral quarters of history. The current pd@md client loan balances are aggregated
by risk-rating category. Loan loss factors for essk-rating category are ultimately applied to tespective period-end client loan balances
for each corresponding risk-rating category to ffexan estimation of the allowance for loan andédasses.

Macro Allocations

A macro allocation is calculated each quarter bageth an assessment of the risks that may leadbandoss experience different from
our historical results. These risks are aggregatddcome our macro allocation. Based on managésmaetiction or estimate of changing
risks in the lending environment, the macro allmratay vary significantly from period to periodcaimcludes but is not limited to
consideration of the following factors:

» Changes in lending policies and procedures, inolydinderwriting standards and collections, andgdwaif and recovery practices.

» Changes in national and local economic businesgitions, including the market and economic conditdd our clients’ industry sectors.
» Changes in the nature of our loan portfolio.

» Changes in experience, ability, and depth of legpdiranagement and staff.

» Changes in the trend of the volume and severipyast due and classified loans.

» Changes in the trend of the volume of nonaccrumidotroubled debt restructurings, and other loadifications.

Finally, we compute several modified versions @f thodel, which provide additional assurance thasthatistical results of the historical
loan loss migration model are reasonable. Our Ghiedlit Officer and Chief Financial Officer evaladhe adequacy of the allowance for |
and lease losses based on the results of our @alys

Allowance for Loan Loss Contingenc

We reserve for the possibility of an unfunded leammitment being funded and subsequently beinggeltboff. Each quarter, every
unfunded client credit commitment is allocated wedit risk-rating category in accordance withteelient’s credit risk rating. We use the
historical loan loss factors described above toutate the possible loan loss experience if unfdrdedit commitments are funded.
Separately, we use historical trends to calcutageptobability of an unfunded credit commitmentigeiunded by us. We apply the loan
funding probability factor to risk-factor adjustadfunded commitments by credit risk-rating to derilie reserve for unfunded loan
commitments. The loan loss contingency reserve atsyinclude certain macro allocations as deempdogpiate by our management.
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Goodwill

Please see Note 2. Summary of Significant Accogrfialicies, for a description of our process faalaating goodwill. Goodwill, which
arises from the purchase price exceeding the a$igalue of the net assets of an acquired busire®sents the value attributable to
unidentifiable intangible elements being acqui@dr goodwill at December 31, 2004, related to thguisition of SVB Alliant (Alliant
Partners) a mergers and acquisitions firm. Theevafuthis goodwill is supported by the free casiwB from the acquired businesses. A
decline in earnings as a result of a decline ingelesr and acquisitions transaction volume or a dedti the valuations of mergers and
acquisitions clients could lead to impairment, vilhicould be recorded as a write-down in our constdid net income.

On an annual basis or as circumstances dictatenaonagement reviews goodwill and evaluates everdther developments that may
indicate impairment in the carrying amount. Theleson methodology for potential impairments ikénently complex and involves
significant management judgment in the use of egésand assumptions. We evaluate impairment asiwg-step process. First, we
compare the aggregate fair value of the reportmigta its carrying amount, including goodwill.tHe fair value exceeds the carrying amount,
no impairment exists. If the carrying amount of teporting unit exceeds the fair value, then we para the “implied” fair value, defined
below, of the reporting unit’'s goodwill with its kging amount. If the carrying amount of the goollexceeds the implied fair value, then
writing goodwill down to the implied fair value regnizes goodwill impairment.

We primarily use a discounted future cash flowsrapgph to value the reporting unit being evaluatedybodwill impairment. These
estimates involve many assumptions, including etqueesults of operations, assumed discounts r@tesassumed growth rates for the
reporting units. The discount rate used is basestaimdard industry practice, taking into accouatdkpected equity risk premium, the size of
the business, and the probability of the reportinig achieving its financial forecasts. The implfed value is determined by allocating the
fair value of the reporting unit to all of the afssand liabilities of that unit, as if the unit hbeen acquired in a business combination and the
fair value of the unit was the purchase price.

Events that may indicate goodwill impairment inauggnificant or adverse changes in results ofatjmers of the business, economic or
political climate, an adverse action or assessimg@atregulator, unanticipated competition, and aeiely-than-not expectation that a
reporting unit will be sold or disposed of. Moréarmation about goodwill is included in Item 8-Colidated Financial Statements and
Supplementary Data-Note 10. Goodwill and Item 7Aaftitative and Qualitative Disclosures about MaRisk—Factors That May Affect
Future Results.

Results of Operations
Earnings Summar

We reported consolidated net income of $65.4 mnillim2004, as compared to consolidated net incdr$d .0 million in 2003 and
$53.4 million in 2002. Diluted earnings per comnstrare totaled $1.74 for 2004, as compared to $0r32003 and $1.18 for 2002.
Dilutive Effect of Contingently Convertible Debt our Diluted Earnings per Share Calculati

We included the dilutive effect of the $150.0 naillizero-coupon, convertible subordinated notesidane 15, 2008 in our fully diluted
earnings per share (EPS) calculation using theurgastock method, in accordance with the provisiohEmerging Issue Task Force (EITF)
issue No. 90-19, “Convertible Bonds With Issueri@pto Settle in Cash Upon Conversion” and StatearoERinancial Accounting Standard
(SFAS) No. 128, “Earnings Per Share”. The expoduaé of SFAS No. 128R, if adopted in its propo$emn, will require us to change our
accounting for the calculation of EPS on our cayeimtly convertible
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debt to the if converted method. If converted treait of the contingently convertible debt would éaecreased EPS by $0.17 per diluted
common share, or 10 percent for 2004.
2004 Compared to 2003
Increase in Consolidated Net Inco—Increase in Net Interest Income, Decrease in Impamnt of Goodwill Expense
Consolidated net income increased by $53.4 miltietween 2004 and 2003:

» Impairment of goodwill expense decreased by $61lliom In 2003, we incurred charges aggregating.®anillion related to our
investment banking business unit, SVB Alliant;

* Net interest income increased by $45.9 milliongraniily due to increased interest income from botlestment securities and loans; and

» Noninterest income increased by $31.0 million, édyglue to increases in corporate finance feesntinvestments fees and foreign
exchange fees.

These improvements to consolidated net income pamally offset by increases in certain nonintesgense categories, particularly
compensation and benefits expense, which was higt#804 primarily due to variable compensatiotr;@ttable to our improved financial
performance. Additionally, we experienced an insesia professional services expense primarily duexpenses associated with Sarbanes-
Oxley compliance. Finally, our effective tax raterieased to 37.8% in 2004 from 21.0% in 2003.

2003 Compared to 2002

Decrease in Consolidated Net Inco—Decrease in Net Interest Income, Impairment ofddalb Expense

The decrease in consolidated net income betweed &0 2002 primarily resulted from an increase&#.8 million in noninterest
expense. The increase in noninterest expense \waspailly due to the following factors:

» Impairment of goodwill charges aggregating $63.0iomi related to SVB Alliant, and

* Increase in expense associated with our incentvgpensation program, which we believe was necessastain our professional talent
in an improving economic environment.

Additionally, due to a decrease in the weightedrage prime rate of 4.1% for the year ended Dece®bg2003, from 4.7% for the year
ended December 31, 2002, we earned lower intarestrie from our investment securities and loan phlod, which resulted in a decline in
net interest income. However, our provision fomdass expense decreased by $10.1 million for 2808ompared to 2002, largely due to a
significant loan loss recovery, and our improveeddrquality.
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The major components of net income and changdsesetcomponents are summarized in the followinig al the years ended
December 31, 2004, 2003 and 2002, and are discusseare detail on the following pages.

Years Ended December 31

% Change % Change
2004 2003 2004/200% 2002 2003/200z
(Dollars in thousands
Net interest incom $234,74¢ $188,88¢ 24.3% $194,70¢ (3.00%
Provision for loan (losses) recover (9,901) (8,727) 13.5 7,220 (220.9)
Noninterest incom 106,03: 75,06C 41.3 67,85¢ 10.6
Noninterest expens 242,48¢ 265,191 (8.6) 183,03¢ 44.9
Minority interest in net (gains) losses of
consolidated affiliate (3,079) 7,689 (140.0) 7,767 (1.0)
Income before income tax expense 105,117 15,16¢ 593.C 80,077 (81.1)
Income tax expense 39,741 3,192 1,145.( 26,71¢ (88.1)
Net income $ 65,37¢ $ 11,977 445 ¢ $ 53,35¢ (77.6)
Return on average assets 1.4% 0.3% 1.4%
Return on average stockholc’ equity 13.4 2.4 8.5
Average stockholde’ equity to average ass¢ 10.2 12.3 16.2

Net Interest Income and Marg

Net interest income is defined as the differendevben interest earned (primarily on loans, investnsecurities and federal funds sold
and securities purchased under agreement to raseéllinterest paid on funding sources (such assitspand borrowings). Net interest inco
is our principal source of revenue. Net interestgimais defined as the amount of net interest inepoam a fully taxable-equivalent basis,
expressed as a percentage of average interesh@assets. The average yield earned on interesingaassets is the amount of taxable-
equivalent interest income expressed as a peraofagyerage interest-earning assets. The aveasg@aid on funding sources is defined as
interest expense as a percentage of average iréamesng assets.
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The following table sets forth average assetsiliiiegs, minority interest and stockholders’ equiiyterest income and interest expense,
average yields and rates, and the composition ohetinterest margin for the years ended Decer@be2004, 2003, and 2002.

Years Ended December 31

2004 2003 2002
Interest Interest Interest
Average Income/  Yield/ Average Income/  Yield/ Average Income/  Yield/
Balance Expense Rate Balance Expense _Rate Balance Expense Rate

(Dollars in thousand)
Interest-earning assets:
Federal funds sold and securities purchased under

agreement to resell(1) $ 437,052 $ 6,143 14% $ 38516¢ 3% 453C 12% $ 153,188 $ 2,865 1.9%
Investment securities(2):
Taxable 1,819,889 72,929 4.0 1,297,920 42,789 3.3 1,376,977 46,585 3.4
Non-taxable(3) 123,243 7,698 6.2 142,597 9,613 6.7 177,058 10,606 6.0
Loans(4)(5)(6):
Commercial 1,616,499 145,638 9.0 1,508,961 134,589 8.9 1,508,204 141,697 9.4
Real estate construction and
term 120,568 6,511 54 98,720 5,989 6.1 102,479 7,245 7.1
Consumer and other 217,398 9,914 46 192,341 8,192 43 151,613 7,298 4.8
Total loans 1,954,465 _162,063 8.3 1,800,022 _148,770 _8.3 1,762,296 _156,240 8.9
Total interest-earning assets 4,334,649 248,833 5.8 3,625,708 205,702 5.7 3,469,516 216,296 6.2
Cash and due from banks 213,213 192,591 182,400
Allowance for loan and lease losses (48,249) (58,658) (61,042)
Goodwill 37,066 91,992 98,252
Other assets(2) 230,042 202,276 190,919
Total assets $ 4,766,72. $ 4,053,90¢ $ 3,880,04!

Funding sources:
Interest-bearing liabilities:

NOW deposits $ 25,98¢ 114 0.4 $ 23,441 105 0.4 $ 33,567 220 0.7
Regular money market
deposits 513,699 2,587 05 332,632 1,824 0.5 288,238 2,751 1.0
Bonus money market deposits 739,976 3,721 05 673,982 3,686 0.5 614,378 5855 1.0
Time deposits 329,336 2,001 0.6 485,199 3,468 0.7 610,996 7,403 1.2
Contingently convertible debt 146,255 943 0.6 73,791 572 0.8 — — 0.0
Junior subordinated debentures 49,362 1,505 3.0 24,490 3,026 124 — — 0.0
Other borrowings 16,605 520 3.1 40,903 772 19 57,593 1647 29
Total interest-bearing liabilities 1,821,219 11,391 0.6 1,654,444 13,453 8 1,604,772 17,876 1.1
Portion of noninterest-bearing funding sources 2,513,430 _ 1,971,264 - 1,864,744 _
Total funding sources 4,334,649 11,391 0.3 3,625,708 13453 _0.4 3,469,516 17,876 05
Noninteres-bearing funding sources:
Demand deposits 2,296,468 1,762,334 1,516,337
Other liabilities 103,271 85,459 58,119
Trust preferred securities(7) — 19,193 38,667
Minority interest 59,150 37,481 31,145
Stockholders’ equity 486,613 494,998 631,005
Portion used to fund interest-earning assets (2,513,430 (1,971,264 (1,864,749
Total liabilities, minority interest and stockhotdeequity
$ 4,766,72: $ 4,053,90¢ $ 3,880,04!
Net interest income ar
margin $237,44. 5.50 $192.24¢ 5.3y $198,42( 5.7%
Total deposits $ 3,905,46¢ T $ 3,277,559 ~$ 3,063,5L -
) Includes average interest-yielding defsan other financial institutions of $10,559,887 and $609 in 2004, 2003 and 2002, respectively.
) Average noninterest-earning investnseurities, primarily marketable and non-marketaigjeity securities, are excluded from the total;yeéstment securities and are included in othsetas
Average noninterest-earning investment securitiesumted to $108,458, $102,742 and $97,143 for éaesyended December 31, 2004, 2003 and 2002, teshec
?3) Interest income on nontaxable investmenpresented on a fully taxateguivalent basis using the federal statutory téex 0835% for all years presented. These adjustneate $2,694, $3,3¢

and $3,712 for the years ended December 31, 2008, 2nd 2002, respectively.

4) Average loans include average nona¢évaas of $14,533, $16,089, and $19,602 in 200832and 2002, respectively.

(5) Average loans are net of average ureehimcome of $13,448, $12,573, and $11,651 in 2R0@3, and 2002, respectively.

(6) Loan interest income includes loan fee$36,399, $36,348, and $36,701 in 2004, 20032002, respectively.

) Adoption of FIN No. 46 and SFAS No. 1iB@he latter half of 2003 resulted in a changela$sification of trust preferred securities digition expense from noninterest expense to interes
expense on a prospective basis. Additionally, th@ption of FIN No. 46 and SFAS No. 150 resulted ithange of classification of trust preferred siiesrfrom noninterest-bearing funding
sources to interedtearing liabilities on a prospective basis. Prioadloption of FIN No. 46 and SFAS No. 150, in adeoce with accounting rules in effect at that tithe,company recorded trt
preferred securities distribution expense as nengst expense. On October 30, 2003, $50.0 millicsuimulative 7.0% trust preferred securities weseiéd through a newly formed special
purpose trust, SVB Capital Il. We received $51.8iam in proceeds from the issuance of 7.0% jursiobordinated debentures to SVB Capital Il. A partid the net proceeds were used to redeem
the existing $40.0 million of 8.25% trust prefersturities. Approximately $1.3 million of deferrissuance costs related to redemption of the $#dlidn 8.25% trust preferred securities were
included in interest expense in the fourth quasfe2003.
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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 affddby changes in yields earned on interest-eaassgts and rates paid on interest-bearing
liabilities, referred to as “rate change”. The éa¥ing table sets forth changes in interest incooneefich major category of interest-earning
assets and interest expense for each major catefjorierest-bearing liabilities. The table alsfigets the amount of simultaneous changes
attributable to both volume and rate for the yérdscated. For this table, changes that are naysdue to either volume or rate are allocated
in proportion to the percentage changes in avevalyeme and average rate. Changes relating to imesgs in non-taxable municipal
securities are presented on a fully taxable-eqgeitdbasis using the federal statutory tax rateb@b 3or all years presented.

2004 Compared to 200: 2003 Compared to 200:
Increase (Decrease) Increase (Decrease)
Due to Changes ir Due to Changes ir
Volume Rate Total Volume Rate Total

(Dollars in thousand:s
Interest income
Federal funds sold and securities purchased

under agreement to res $ 659 $ 954 $ 161 $ 3,10z $ (1,437 $ 1,66t
Investment securitie 18,380 9,845 28,225 (4,696) (93) (4,789)
Loans 12,805 488 13,293 3,442 (10,912) (7,470)

Increase (decrease) in interest income 31,844 11,287 43,131 1,848 (12,442)  (10,594)
Interest expenst

NOW deposits 11 (2) 9 (52) (63) (115)
Regular money market depos 922 (159) 763 426 (1,353) (927)
Bonus money market depos 345 (310) 35 599 (2,768) (2,169)
Time deposit: (1,000) (467) (1,467) (1,328) (2,607) (3,935)
Contingently convertible del 481 (110) 371 572 — 572

Junior subordinated debentu 1,744 (3,265) (1,521) 3,026 — 3,026

Other borrowings (602) 350 (252) (403) (472) (875)

Increase (decrease) in interest expense 1,901 (3,963) (2,062) 2,840 (7,263) (4,423)
Increase (decrease) in net interest incom@ 29,94  $15,25( $45,19¢ $ (992) $ (5179 $ (6,17)

2004 Compared to 2003
Net Interest Income

Net interest income, on a fully taxable-equivaleasis, totaled $237.4 million for 2004, an increas$45.2 million, or 23.5%, from
2003. The increase in net interest income wasdheltrof a $43.1 million increase in interest ineoamd a $2.1 million decrease in interest
expense.

Interest Income—Net Increase in Interest-Earning Assets (Volume Nence)

The $43.1 million increase in interest income 002, as compared to 2003, was primarily the rexfudt$31.8 million favorable volume
variance. The favorable volume variance resultethfa $708.9 million, or 19.6% increase, in avelatgrest-earning assets. We believe
increases in our sources of funding, largely deppsiere the main contributors to the increasevarage interest-earning assets. We believe
deposits increased due to an improved ventureatdpitding environment and general improvementsusiness conditions for many of our
clients. This increase in interest-earning assets gvimarily centered in investment securities,avlincreased $502.6 million, and loans,
which increased $154.4 million.
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Average investment securities increased by $502I®m resulting in an $18.4 million favorable wohe variance. Throughout 2004,
continued our investment strategy of changing tivestment portfolio mix by increasing the portidrtiee portfolio invested in relatively
higher-yielding mortgage-backed securities andatethlized mortgage obligations. Our average imrests in mortgage-backed securities
and collateralized mortgage obligations collectviacreased by $564.8 million for 2004 as compaoe?003, largely funded by increases in
client deposits. We estimated the duration of auestment portfolio increased to 2.1 at DecembefB04, from 1.7 at December 31, 2003.
The increase in duration was primarily due to tieréase in mortgage-backed securities and colletedanortgage obligations whose
average duration is typically in the 2 to 5 yearga

In addition, average loans increased by $154.4anijllor 8.6% in 2004 as compared to 2003, resultireg$12.8 million favorable
volume variance. The volume variance is largelyeftiby growth in our commercial loan category, whitcreased by $107.5 million. In
particular, the average balances of higher-yieldii@g products such as asbesed loans and accounts receivable factoringasereby $39.
million and $68.6 million, respectively. In additipwe also grew our average real estate and comdaareportfolios. The increase in average
loans reflects an improvement in economic actigitg in the markets served by us. These new loartsce to be subject to our existing
underwriting practices. Our strategy is to growrage loans modestly during 2005 as our corporatentdogy efforts continue to develop.

Average federal funds sold and securities purchasddr agreement to resell for 2004 increased by3$illion, or 13.5%, resulting in
a $0.7 million favorable volume variance. The ims® was mainly due to the growth in funding souyrngemarily noninteresbearing deman
deposits.

Interest Income«—Shift in the Composition of Average Interest-Eamg Assets (Rate Variance)

Favorable rate variances associated with each coempof interest earning assets caused an $11i8milcrease in interest income in
2004 as compared to 2003. Although the yields deri@ funds sold and securities purchased undeeatgnt to resell and investment
securities increased and the yield on loans rerdainehanged, t he yield on total average interastieg assets remained unchanged. T he
overall yield remained unchanged due to a changjeeimix of our total average interest-earning &ssse 2004, investment securities
represented 44.8% of our total average interestiggassets and loans represented 45.1% of oliatigeage interest-earning assets. In 2003,
investment securities represented 39.7% of oul éverage interest-earning assets, and loans mqeeb49.6% of our total average interest-
earning assets. Thus, the increase in yieldederal funds sold and securities purchased urgteement to resell and investment securitie
2004 as compared to 2003 was offset by the changeerall composition of our interest-earning asset

We increased our prime lending rate by 25 basistpain five occasions in the latter half of 200¢reasing it from 4.00% to 5.25%. As
of December 31, 2004, approximately 81.3%, or $ill®n, of our outstanding loans were variableerltans, which would re-price with any
further increase or any decrease in our prime fenoite, unless restricted by the terms of any senfs.

The yield on investment securities increased bpdsls points to 4.1% in 2004 from 3.6% for 2003stiag a $9.8 million favorable rate
variance. This was primarily due to a shift in dmmposition of a portion of the investment portdid relatively higher-yielding mortgage-
backed securities and collateralized mortgage atitigs.

We also realized a $1.0 million favorable rate asace associated with our federal funds sold andriges purchased under agreement to
resell , which is largely driven by higher shontatemarket interest rates in 2004 as compared t8.20@& expect to continue the trend of
managing federal funds sold and securities purchasder agreement to resell at appropriate lewelsdr liquidity needs.
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Interest Expenst

Total interest expense for 2004 decreased by $Rlibmfrom 2003, despite a $166.8 million, or 1% lIncrease in our interest-bearing
liabilities. The decrease in interest expense wiasauily the result of a $4.0 million favorable eatariance, partially offset by a $1.9 million
unfavorable volume variance.

We experienced a favorable rate variance of $4lllomprimarily due to lower interest expense rethto borrowing. In the fourth
quarter of 2003, we recognized $1.3 million in defd issuance costs associated with the early neti@mof the $40.0 million, 8.25% trust
preferred securities.

Also, in the fourth quarter of 2003, we issued $5tillion in 7.0% junior subordinated debentured amultaneously entered into an
interest rate swap agreement with a notional amo$50.0 million. This interest rate swap agreetimuges against the risk of changes in
fair value associated with our 7.0% junior suboatird debentures. The terms of this fair value hedgeement provide for a swap of our
7.0% fixed rate payment for a variable rate basetIBOR plus a spread. For 2004, we paid interepease of $3.5 million on the 7.0%
junior subordinated debentures. However, the falue’ hedge agreement provided income of $2.2 mijlliesulting in net interest expense
$1.3 million for 2004.

There were significant fluctuations in several liteens of the total interest expense volume vagamdich largely offset each other. In
particular, the implementation SFAS No. 150 and NN 46 in mid 2003 required us to reclassify oust preferred securities to the long-
term debt category during 2003. Additionally, thaseounting pronouncements also required us teiffake trust preferred securities
distribution expense as interest expense, on pectise basis. The trust preferred distributionemge had previously been classified as
noninterest expense.

Increases in regular money market and bonus morelaendeposits contributed a $1.3 million unfavdégalariance to the total interest
expense volume variance. This unfavorable volumi@nee was largely offset by lower time deposithjch provided a $1.0 million favorat
volume variance. Due to the general improvemettiénventure capital funding environment, highlylidymoney market deposits have
increased by $247.1 million, while longer-term tideposits have decreased by $155.9 million. Oentdimay use time deposits as collateral
for letters of credit issued by Silicon Valley Baok their behalf, to certain third parties suchesd estate lessors. We believe time deposits
have decreased partly because of a softer rea¢ estaket, which generally reduces the frequendhede types of arrangements. Moreover,
due to the general improvement in the economicrenwmient, borrowings secured by time deposits haeesdsed.

A shift of client funds from time deposits to madiguid money market deposits also contributed ®fvorable rate variance.

The average cost of funds of 0.3% for 2004 repteska slight decrease from 0.4% in 2003. The deerees largely attributable to a
decrease in the cost of borrowings and to a raatigrease in noninterest-bearing funding soursesercentage of total funding sources.
2003 Compared to 2002
Net Interest Incom

Net interest income on a fully taxable-equivaleasib totaled $192.2 million in 2003, a decreas®6o? million, or 3.1%, from $198.4
million in 2002. The decrease in net interest ineamas due to a $10.6 million, or 4.9%, declinenteliest income, offset by a $4.4 million, or
24.7%, decrease in interest expense over the cailpgurior-year period. Interest expense in 20@Riged $3.0 million relating to the SFAS
No. 150 and FIN No. #mandated classification of trust preferred semgitlistribution expense as interest expense éofatiter half of 2003.
For periods prior to June 30, 2003, trust prefeseclrities
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distribution expense was classified as nonintemegense and therefore did not impact the net ist@nargin.

Interest Incom—Impact of Declining Market Interest Rates on lagttEarning Asset (Rate Variance)

Throughout the decreasing market interest rater@mwient, we implemented numerous measures to nazeithe impact to our net
interest margin. These measures included divengjftie product mix in the investment portfolio igher yielding, high-quality assets and
reducing rates paid on interest-bearing deposislitionally, we increased the duration of our inwesnt securities portfolio by replacing
certain short-term, lower yielding securities withger-term, higher-yielding securities such asatetalized mortgage obligations, thereby
taking advantage of a steeper interest rate c@verall, the duration of our investment securipiestfolio increased to approximately 1.7
years in 2003, from approximately 1.5 years in 2

The $10.6 million decrease in interest income fa02, as compared to 2002, was the result of a $hitlién unfavorable rate variance
associated with each component of interest-earassgts, partially offset by a $1.8 million favombblume variance. Market interest rates
decreased slightly during 2003, which caused thghted average prime rate to decline by 55 basistpfrom 4.7% in 2002. Consequently,
the yield on loans decreased by 60 basis poi28@3 to 8.3% from 8.9% in 2002. In 2003, we incdraeb10.9 million unfavorable rate
variance associated with our loan portfolio. Flegtiate loans, which represent approximately 8102%ur total loan portfolio, produced
lower interest income due to a lower average prae in 2003 compared to 2002. The average yieli@deral funds sold and securities
purchased under agreement to resell also decrdasei the decline in market interest rates fro@%dlin 2002 to 1.2% in 2003, which cau
a $1.4 million unfavorable rate variance.

Interest Incom—Net Increase in Interest-Earning Assets (Volumeaviae)

Total average interest-earning assets in 2003asext $156.2 million, or 4.5% as compared to thergear. The increase in total
average interest-earning assets was principallgedrby an increase in average noninterest-beaepgsits of $246.0 million, or 16.2%, and
an increase in average long-term debt of $81.74anijllor 343.8%, offset by a decrease in averagkhtidders’ equity of $136.0 million, or
21.6%. The increase in average long-term debt wasipally due to the issuance of $150.0 milliorzefo coupon convertible debt in
May 2003. The net proceeds from the issuance afahegertible debt were largely used to repurchasecommon stock, which resulted in-
aforementioned decrease in average stockholdeugtyeq

Average loans increased $37.7 million, or 2.192003, as compared to 2002, resulting in a $3.4aniflavorable volume variance. In
2003, we grew our average loan portfolio to a rédevel by continuing to focus on attracting colgtertechnology clients, which we belie\
were under-served by our competitors. We experitiaan growth across most of the industry sect@searve.

Average investment securities for 2003 decreasé&@8.$1Imillion, or 7.3%, as compared to 2002, resglth a $4.7 million unfavorable
volume variance. The decrease in average investseentities was primarily concentrated in shonat@rvestments, partially offset by an
increase in longer-term collateralized mortgagegaiblons.

Average federal funds sold and securities purchasddr agreement to resell increased $232.0 milboi51.4%, in 2003, as compared
to the prior year, resulting in a $3.1 million fagble volume variance. This increase was primatilg to a change in the investment portfolio
mix.

The yield on average interest-earning assets desleg0 basis points in 2003 from the prior years Tlecrease primarily resulted from a
decline in short-term market interest rates; tinesearned lower yields on each component of oerést-earning assets.
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Interest Expens

Total interest expense in 2003 decreased $4.4omilfiom 2002. This decrease was due to a favoralbdevariance of $7.4 million,
partially offset by an unfavorable volume variaw¢&3.0 million. The favorable rate variance betw@803 and 2002 primarily resulted from
a reduction in the average rates paid on all ofirt@rest-bearing deposits, particularly thosesatid on our time deposit and bonus money
market deposit products.

The unfavorable volume variance was due in largetpahe SFAS No. 150-mandated classificatiorraétt preferred securities
distribution expense of $3.0 million as interegpense for the latter half of 2003. Trust prefersedurities distribution expense was previo
classified as noninterest expense. Of the $3.0amiih trust preferred securities distribution enpe, approximately $1.3 million related to
recognition of deferred issuance costs in the foguarter of 2003, due to the early redemptionunf&25% trust preferred securities. In the
fourth quarter of 2003, we entered into an interat swap agreement to swap our 7.0% fixed payoreptnior subordinated debentures for
a variable rate based on the London Inter-BankrQRge (LIBOR) plus a spread.

Additionally, we experienced an unfavorable voluwaeiance related to long-term debt of $1.0 milliomthe second quarter of 2003, we
issued $150.0 million of zero-coupon, convertihibardinated notes, with a maturity of June 15, 2@08ough no interest was paid on the
notes, we experienced an increase in interest sgpdue to amortization of the contingently conbégtdebt issuance costs. The overall
unfavorable volume variance caused primarily bygléerm debt and trust preferred securities wasgligroffset by average time deposits,
which decreased from $611.0 million in 2002 to $48%illion in 2003, causing a $1.3 million favorablolume variance.

The average cost of funds paid on average intbessting liabilities in 2003 was 0.8% down from 1.192002. This decrease in the
average cost of funds was largely due to a decrfas@ basis points on the average rates paid tndao money market deposit and time
deposit products.

Provision for Loan Losse

The provision for loan losses is based on our eétln of the adequacy of the existing allowancddan and lease losses in relation to
total loans and on our periodic assessment ofnterént and identified risk dynamics of the loartfptio resulting from reviews of selected
individual loans and loan commitments. For a maited discussion of credit quality and the alloeafor loan and lease losses, see Ite
Critical Accounting Policies and Item 7. Finand@ndition—Credit Quality and the Allowance for Loand Lease Losses.

2004 Compared to 2003—Continued Improved CreditliquArompts Further Recovery of Provision for Loabsses

We realized a recovery of provision for loan lossE$9.9 million in 2004 compared to a recoveryuadvision for loan losses of $8.7
million in 2003. In 2003, our loan loss recovereseeded loan charge offs by $0.2 million. We inedimet charge-offs of approximately
$2.3 million in 2004 and credit quality remainerbsyg with nonperforming loans at 0.6% of gross falle realized a slight net recovery of
loan losses in 2003. We believe the improvemetiiérrecovery of loan losses was primarily attriblgao our improved credit risk
management and to improved economic conditions.

2003 Compared to 2002—Improved Credit Quality Leadecovery of Provision for Loan Losses

We realized a recovery of provision for loan lossE$8.7 million in 2003, as compared to provisfonloan losses of $7.2 million in
2002. We realized a slight net recovery of loaséssin 2003, compared to
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net charge-offs of $5.8 million in 2002. The chaimgerovision for loan losses for 2003, as compace?002, resulted from the improvement
in our loan portfolio’s credit quality position.

A large part of the loan recoveries in 2003 reldted settlement in August 2003 of litigation conmoed by us relating to a charged-off
film loan. This was reflected in the provision foan losses for both the third quarter and ninethmmended September 30, 2003. In
October 2000, we filed a civil lawsuit for approxately $8.3 million (plus attorneys’ fees and ingtyén the United States District Court for
the Central District of California, against certaisurance companies for various causes of adgticluding breach of contract, breach of the
duty of good faith, and fair dealing and fraud. Té&suit concerned our claim for insurance covetagger an insurance policy issued to us
by these insurance companies related to a loan imads to finance production of a film. In the thijuarter of 2003, the parties entered ir
confidential and mutually agreeable settlementement, after which we dismissed the lawsuit. Assailt of the settlement, we recorded
significant recovery related to a previously chargé film loan.

Noninterest Incom
The following table summarizes the components afimerest income and the percent change from ypegedr:

Years Ended December 31

% Change % Change
2004 2003 2004/2002 2002 2003/2002
(Dollars in thousand)

Client investment fee $ 26,91¢ $23,991 12.2% $30,671 (21.8)%
Corporate finance fee 21,91¢ 13,149 66.7 12,110 8.6
Letter of credit and foreign exchange inca 16,39¢ 12,856 27.€ 15,225 (15.6)
Deposit service chargs 13,53¢ 13,202 2.5 9,072 455
Income from client warran 9,191 7,528 22.1 1,661  353.Z
Investment gains (losse 5,571 (8,402) 166.: (9,825) (14.5)
Credit card fee 2,817 3,431 (17.9) 955 259.2
Other 9,685 9,305 4.1 7,989 16.5

Total noninterest income $106,03! $75,06( 41.3% $67,85¢ 10.6%

2004 Compared to 2003—Increases in Most Compoiiants 41.3% Increase

At At At
December 31, December 31, December 31,
2004 2003 2002

(Dollars in millions)
Client investment funds(1

Private label client investment fun $ 7,260.: $7,615.¢ $7,642.1
Client investmenassets under managem 2,678.1 591.6 —
Sweep funds 1,351.2 1,139.2 853.2
Total client investment funds $11,289.¢ $9,346.1 $8,495.1

(1) Client funds invested through Silicon Valley Baraxss, maintained at third party financial instivas.

We offer investment products and services thatishelmutual funds and other investments, sweep ptedand asset management
services to our clients.

Our fees, calculated on clients’ average balanmesgied from 9 to 70 basis points (fixed income gées and Federated Sweep,
respectively) as of December 31, 2004, comparedrémge of 10 to 100 basis points as of Decembe2(B13.
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Total client investment funds were $11.3 billiorDecember 31, 2004, compared to $9.3 billion atdbgwer 31, 2003, an increase of
$2.0 billion, or 20.8%. As of December 31, 2004 investment funds under management accounte®Pf@ billion, or 23.7%, of total
client investment funds. Mutual fund products wse2 billion at December 31, 2004, and $6.4 bili&becember 31, 2003.

Client investment fee income increased by $2.9onilfrom 2003 to 2004. Client investment fee fo62@vas $26.9 million. The
increased income was largely attributable to tloevijn in client investment funds.

The increase in corporate finance fees in 2004 068 was in large part due to a single large imrent banking transaction, which
generated $6.1 million in fees. SVB Alliant’s busss is highly variable so we expect to see sigmitichanges in corporate finance fees from
year to year

The increase in letter of credit and foreign exglgimcome was primarily due to a higher volumeli@t foreign exchange transactions,
which resulted from increased global economic #@gtiassociated with our clients’ markets.

In 2004, we recognized income from client warrait$9.2 million, as compared to $7.5 million in 200e have historically obtained
rights to acquire stock, in the form of warrantscértain clients, primarily as part of negotiateedit facilities. The receipt of warrants does
not change the loan pricing, covenants, or othkatesal control techniques we employ to mitigdte tisk of a loan becoming nonperformi
The collateral requirements on loans with warraméssimilar to lending arrangements where warrargsot obtained. The timing and
amount of income from the disposition of client veants typically depends on factors beyond our ebnitnicluding the general condition of
the public equity markets as well as the mergeraamglisition environment. We therefore cannot mteithie timing and amount of warrant-
related income with any degree of accuracy, arglikely to vary materially from period to period.

We recognized net investment gains in 2004, as aeoaapto net investment losses in 2003. Investmainisgor 2004 were concentrated
in our managed funds of funds, our managed vewr@péal fund, and direct equity investments. Lossesur equity investments, excluding
the impact of minority interest, were $1.0 for 20@mpared to $2.8 million for 2003. We expect coméd variability in the performance of
our equity portfolio.

2003 Compared to 2002—Decreases in Client InvestFess and Foreign Exchange Income, Partially Qffigean Increase in Deposit
Service Charges.

Client investment fees decreased in 2003 from 2B62&s on clients’ average balances ranged froro 10Q basis points in 2003 and
12.5 to 107 basis points in 2002. At December 8032 $9.3 billion in client funds were investedtiese products, compared to $8.5 billion
in 2002. Of these funds, $6.4 billion and $8.5idmilwere invested in mutual fund products as ofddelger 31, 2003 and 2002, respectively.
Total invested client funds have increased betvZ8€38 and 2002, however the decrease in client imers fees from year to year was du
a shift in client investment mix. The sustained loterest rate environment has caused lower pifvegstment products to become a more
attractive investment strategy for many of ourrde

In the first quarter of 2003, we established agteged investment advisor (SVB Asset Management)det the demand for active
management of client investment portfolios. Thiaacwill allow us to provide a more expansive aatnpetitive array of investment
products and services to our clients. While the fe@rned per dollar managed has been reducedrategy is to make up for the lower fees
through greater volume. At December 31, 2003, S\68eA Management had $591.6 million of assets undeagement.
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Deposit service charges increased in 2003 over 2802e have expanded and enhanced our suite bafss financial (depository)
services and client usage has increased over@ht€lcompensate us for depository services, €fitieugh earnings credits computed on |
demand deposit balances or via explicit paymemtswie recognize as deposit service charges incBareings credits are calculated using
client average daily deposit balances less a resequirement and a discounted U.S. Treasuryriérést rate. Clients received lower
earnings credits in 2003 compared to 2002 duevtedshort-term market interest rates, resultinfpimer earnings credits to offset deposit
service charges.

Corporate finance fees increased slightly in 2008f2002. Corporate finance fees totaled $12.%ianiiih 2002. In 2002, SVB Alliant,
our investment-banking subsidiary, generated thieecinalance of $12.1 million. SVB Alliant’s reveasiare typically a function of the
valuation of its clients’ mergers and acquisitidrasactions. Economic events depressed valuatiomgh technology and life science
corporations in 2002 and 2003. Thus, SVB Alliang hat achieved its merger and acquisition revema¢sg Consequently, we incurred
aggregate impairment of goodwill charges of $63illilan in 2003; see the discussion under the haadioninterest Expense contained later
in this Management Discussion and Analysis of FamerCondition and Results of Operations section.

Letter of credit fees, foreign exchange fees, ahdrarade finance income decreased between 2002@08 as a result of increased
competition and increased availability of thesedpiai types from other financial institutions.

Due to an increase in client initial public offegiand mergers and acquisition activities, the inedrom client warrants increased
between 2002 and 2003.

Credit card fees have continued to increase yeary®ar as a result of our increased efforts tdeta full range of fee-based financial
services to our clients. In 2003, client usageh@f product has increased, as well has fees chéogehis line of service.

We experienced improvements in investment secsilitigses from year to year. The 2003 and 20024qesmarily related to the write-
downs of certain venture capital fund and directiggnvestments. Excluding the impact of minoiiityerest, the net write-downs of our
equity securities totaled approximately $2.8 millia 2003 and $4.1 million in 2002.

Other noninterest income largely consisted of sertiased fee income associated with our depositoamdservices as well as fund
management fees.
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Noninterest Expens

The following table presents the detail of noniagtrexpense and the percent change, year over year:

Year Ended December 31

% Change % Change
2004 2003 2004/200: 2002 2003/200z
(Dollars in thousand:s

Compensation and benef $155,097 $122,96¢ 26.1% $104,28¢ 17.9%
Net occupanc 17,59C 17,63¢ (0.3) 20,391 (13.5)
Professional service 17,068 13,677 24.8 18,38t (25.6)
Furniture and equipme 12,403 11,28¢ 9.9 9,562 18.1
Business development and tra 9,718 8,692 11.8 8,426 3.2
Correspondent bank fe 5,340 4,343 23.0 2,835 53.2
Data processing servic 3,647 4,288 (14.9 4,360 a.7)
Telephone 3,367 3,187 5.6 3,123 2.0
Postage and suppli 3,255 2,601 25.1 3,190 (18.5)
Tax credit funds amortizatic 2,480 2,704 (8.3) 2,963 (8.7)
Impairment of goodwil 1,910 63,00C (97.0 — 100.C
Provision for loan loss contingen 1,549 2,504 (38.1) (3,338) 175.C
Trust preferred securities distributio — 594 (100.0 2,230 (73.9)
Other 9,062 7,710 17.5 6,624 16.4

Total noninterest expense $242,48¢ $265,19’ (8.6)%  $183,03¢ 44.9%

2004 Compared to 2003—Decrease in Impairment ofd@ib Increases in Compensation and Benefits arafd3sional Services Expense

The increase in compensation and benefits expdr&&2al million was primarily due to an increaserinentive compensation expense
of $17.5 million, or 108.1%, to $33.7 million dugr2004, compared to $16.2 million during 2003. htoee compensation at SVB Alliant
increased $6.9 million and was driven by a 66.7étdase in investment banking revenues from $13liomto $21.9 million. The remaining
increase in incentive compensation is largelylaitéble to improved financial performance of Siticdalley Bank.

The remainder of the increase in compensation anéfli expense during 2004 was largely due to as@e in salaries and wages
expense, employee stock ownership plan expensesquity-based compensation expense. Salaries agesvexpense increased by $3.6
million, or 4.6%, to $82.6 million during 2004, cpared to $78.9 million during 2003. The increass wamarily attributable to higher rates
of employee salaries and wages. Average full-timewalent (FTE) personnel was 999 during 2004jghsincrease from 994 FTE personnel
during 2003.

Employee stock ownership plan expense increas&3lymillion, or 78.7%, to $6.8 million during 200gbmpared to $3.8 million
during 2003. The increase was attributable to mynroved consolidated financial performance. Sea Re—Consolidated Financial
Statements and Supplementary Data—Note 18. EmpBgeefit Plans for further discussion of the emplgtock ownership plan.

Lastly, equity-based compensation increased by @lllén, or 155.3%, to $2.6 million in 2004, compd to $1.0 million in 2003. This
increase reflects our increased use of restridtezk and restricted stock units, in lieu of stogkions, as components of our employee
compensation structure, as we transition our echased compensation programs.

Net occupancy expense remained relatively unchabhgideen 2004 and 2003. However, on SeptemberQD8, 2ve renegotiated the
lease related to our corporate headquarters fatiliSanta Clara, California, which replaced thigioal lease, dated as of March 8, 1995. The
new lease covers two
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buildings, comprising approximately 157,000 sqiufast of space, which we occupied under the previease, as well as a third building,
comprising approximately 56,500 square feet of spaithin the same facility complex. The total squfeet of the premises leased under the
new lease arrangement is approximately 213,500redaat, which is approximately the same squartafof our corporate headquarters
under its previous leases. The term of the newaratp headquarters lease began retroactively ongtdg 2004, and will end on

September 30, 2014, unless terminated on an eddter Based on the new lease terms, our corpleaigguarters lease expense will be Ic
under the new lease arrangement. The landlordhéset premises is contributing approximately $7 J0anitowards the cost of these
renovations, improvements, and alterations. We &{peincur renovation, improvement, and alteratiosts in excess of this amount.

Professional services expenses consist of costsiassd with corporate legal services, litigatiettiements, accounting and auditing
services, information technology and other consgltand our board of directors. The increase ifigsional services was primarily due to
three significant factors:

Firstly, in 2003, we settled the remaining aspet® film loan litigation and were able to recosggnificant legal expenses pertaining to
those proceedings. The recovery of legal costsra@wded, upon receipt of the funds, as a redudidegal expense in 2003.

Secondly, in 2004 we incurred an increase in peifesl services fees associated with commitmengésgurces to document and
enhance controls required by the Sarbanes-Oxley?2002 and the independent audit thereof. Ini@adr, these costs were substantially
higher in the fourth quarter of 2004.

Lastly, we incurred approximately $1.4 million imfessional fees related to fund raising activiiesociated with the Gold Hill Venture
Lending 03, limited partnership which are ventuebtdfund entities. These venture debt funds raaggadoximately $214.1 million in capital
commitments. Silicon Valley Bancshares initiategl thrmation of these funds and agreed to pay agmoof the related fund raising fees.

Over the past few years, we have continued to egipdatringent controls over the use of externakatiing services.

The increase in furniture and equipment expenpeinsarily due to the consolidation of two of oufioés in southern California and the
cost of furnishings for a newly opened Silicon ¥glbffice. Also, see data processing below.

The increase in business development and travepvimsirily due to costs related to our sponsorsiithe inaugural SVB Tech
Investors Forum in September 2004. At this evehiclvwas held in San Francisco, California, at Wwhié public and private technology
companies presented to over 500 investors. There also additional incremental travel expensescatsal with the opening of our
international subsidiaries in London, England., Batigalore, India in September 2004.

Correspondent bank fees increased from year to eary of our correspondent banks provide earnangdits to offset bank fees we
incur when using their services. Earnings creditsgenerally calculated using average daily defiadétnces less a reserve requirement and :
shortterm market interest rate. We received lower egsoredits in 2004 as compared to 2003 due to @imtaining lower average balan
with our correspondent banks and lower average-$éon market interest rates. As such, we had feaenings credits to offset bank fees
charges incurred by us. Thus, we incurred highewgeizable bank fees in 2004 as compared to 20@Baklement made the decision to Ic
the average balances with correspondent banks seegaiwere able to earn more on our funds by imgthem than we would have
benefited from lower correspondent bank fees byntaaiing larger balances with our correspondenkban
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The decrease in data processing expense was pyirdae to the renegotiation, in late 2003, of erts of an agreement with one of our
more significant outsourced data processing prasittem a data processing arrangement to a shontgeftware licensing arrangement. The
change in the agreement was executed to faciti@téransition of this data processing from themdl provider to our internal resources.
Hence the expenses associated with this vendochwhére classified as data processing in thedixsinonths of 2003, were classified as
expensed software under the caption furniture guipenent through August 2004. We commenced theimesng of this data processing
application in late 2004.

The decrease in impairment of goodwill expensebeaattributed to charges of $63.0 million incurie@003 related to our investment
banking business unit, SVB Alliant (see furthercdission below under ti2003 Compared to 20Qéhalysis). In 2004, we recognized an
impairment charge in the third quarter relateddoprivate client services business unit Woodsideeh Management (see further discussion
under Financial Condition—Goodwill below).

2003 Compared to 2002—Goodwill Impairment Charfiesease in Variable Compensation, Decrease in &sibnal Services Expense

The increase in compensation and benefits expdri&Eo7 million was primarily due to an increaserinentive compensation expense
of $10.1 million, or 164.1%, to $16.2 million dugr2003, compared to $6.1 million during 2002. Wkelved the increase in incentive
compensation was necessary to retain our profesgiaient in an improving economic environment.

The remainder of the increase in compensation anéfli expense during 2003 was due to an increasealaries and wages expense, an
increase in 401(k) benefits expense, and a resithtahcrease in other employee benefits.

Salaries and wages expense increased by $4.4mitlic5.8%, to $79.0 million during 2003, compate74.6 million during 2002. Tt
increase was primarily attributable to higher rattemployee salaries and wages. Average full-gapaivalent (FTE) personnel of 994 during
2003 was slightly lower from 1,000 during 2002.

401(k) benefit expense increased by $2.1 millior238.7%, to $3.0 million during 2003, compare@9 million during 2002. The
increase was attributable to additional matchingtrdoutions made by us to this Plan during 2003iltersy from changes to the 401(K) plan,
which became effective as of January 1, 2003. te@e 8.—Consolidated Financial Statements and Soppiéary Data—Note 18. Employee
Benefit Plans for further discussion of the chartgate 401(k) plan.

In 2003, we incurred aggregate impairment of goddsiarges related to the SVB Alliant (formerly ialht Partners) reporting unit of
$63.0 million ($38.7 million net of tax, or $1.0&mpdiluted common share in 2003). We acquired SWE&#t on September 28, 2001. In
recent times, economic events depressed valuatfaeshnology and life science corporations. TI8MB Alliant did not achieve its
originally forecasted results of operations. Coungedly, we incurred these aggregate impairmentgdsarsee Item 8. Consolidated Financial
Statements and Supplementary Data Note 9. Gooftwilurther information. For a discussion of ourogavill accounting policies, see Item
Management’s Discussion and Analysis of Financ@dition and Results of Operations—Critical AccangtPolicies—Goodwill.

Occupancy expense decreased by $2.8 million bet2@@8 and 2002. In 2002, we exited leased prenms8anta Clara, California,
approximating 18,000 square feet. The lease obuitding expires in August 2005. Our managemengmeined that the premises would
have no future economic value to our operationsepixfor any potential future sub-lease arrangenigrerefore, during 2002, we incurred
charge-offs of approximately $2.5 million relatecthe exit of these premises. We incurred no shelnge-offs in 2003.
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Professional services expenses, which consistsif @ssociated with corporate legal servicesatitigp settlements, accounting and
auditing services, consulting, and our board cdéatiors, has decreased year to year. In 2003, Wedst#te remaining aspects of a film loan
litigation and were able to recover significantdegxpenses pertaining to those proceedings. Axidilly, over the past few years, we
implemented stringent measures to control the fisgternal consulting services.

Furniture and equipment expenses increased in 2@®pared to 2002, mainly due to an increase iminétion technology maintenance
costs related to new business initiatives.

Correspondent bank fees increased from year to Meary of our correspondent banks provide earnangdits to offset bank fees we
incur when using their services. Earnings creditsgenerally calculated using average daily defiadiétnces less a reserve requirement and a
short-term market interest rate. We received loganings credits in 2003 as compared to 2002, @oert maintaining lower average
balances with our correspondent banks and lowekeharterest rates. As such, we had fewer earrénggits to offset bank fees charges
incurred by us. Thus, we incurred higher recogrizalnk fees in 2003 as compared to 2002. Managemethe the decision to lower the
average balances with correspondent banks becauseke able to earn more on our funds by investiegy than we would have benefited
from lower correspondent bank fees by maintainargdr balances with our correspondent banks.

Beginning July 1, 2003, trust preferred securitis¢ribution expense was required to be classHigthterest expense on a prospective
basis, pursuant to adoption of SFAS No. 150. Tleegioninterest expense does not reflect truéemesl securities distribution expense for
the latter half of 2003. The 8.25% trust prefersedurities, originally issued during the secondriguaf 1998, paid a fixed-rate quarterly
distribution and had a maximum maturity of 30 ye&lve completed the early redemptions of the $40lom of 8.25% trust preferred
securities in the fourth quarter of 2003.

On June 3, 2002, we entered into a derivative ageeé with a notional amount of $40.0 million. Thgeement hedged against the risk
of changes in fair value associated with our $40ilion of 8.25% trust preferred securities. Theidative agreement provided a $1.0 million
and $1.1 million decrease in trust preferred ségudistribution expense for 2003 and 2002, respebti This interest rate swap was
terminated effective June 23, 2003.

Other noninterest expense increased by $1.1 miltioi6.4%, to $7.7 million during 2003, compared6.6 million during 2002. This
increase was substantially attributable to incréasperational losses, client services expenseréiding and promotion expense, and
insurance and protection expense.

Operational losses increased by $0.9 million, d.3%, to $1.6 million during 2003, compared to $®illion during 2002, primarily
due to bad debt expense at SVB Alliant.

Client services expense related to loans and dspgaosreased overall by $0.5 million, or 24.5%$&7 million during 2003, compared
to $2.2 million during 2002.

Advertising and promotion expense increased by 80lébn, or 32.3%, to $1.4 million during 2003, ropared to $1.0 million during
2002, primarily due to additional marketing collalerelated to new business initiatives.

Insurance and protection expense increased bynilli@n, or 42.5%, to $1.2 million during 2003, cpared to $0.9 million during 200
primarily due to higher market premiums for the Qamy’s insurance coverage.
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Minority Interest in Net Gains (Losses) of Consatat! Affiliates

Investment gains or losses related to our managetsf(see Part I, Item 8, Consolidated Finandiale®nents and Supplementary
Data—Note 7. Investments Securities) are includeauir consolidated noninterest income. Minorityenast in the net gains or losses of these
consolidated managed funds primarily represeninvesstment gains or losses and management feeasxpéributable to the minority
interest holders in these managed funds.

The change from net minority interest losses in32@0net minority gains in 2004 is primarily atuilable to the improved investment
returns from two of our managed funds SVB Stratégiestors Fund, LP and Silicon Valley BancVentutd3.

Years Ended December 31

% Change
% Change
2004 2003 2004/200% 2002 2003/2002
(Dollars in thousand:s
Minority interest in net (gains) losses of consatétl
affiliates $(3,079) $7,68¢ (140.0%  $7,767 (1.0)%

Income Taxe
2004 Compared to 2003

Our effective income tax rate was 37.8% in 2004ngared to 21.0% in 2003. The increase in our effetax rate between 2004 and
2003 was primarily attributable to higher pre-tagame. The lower tax rate in 2003 was primarilyiladtable to a higher impact of our
federally tax-exempt municipal bond and tax crégiids on overall pre-tax income.

2003 Compared to 2002

Our effective income tax rate was 21.0% in 20038pjgared to 33.4% in 2002. The decrease in our éffetdx rate from 2002 to 2003
was primarily due to a higher impact of our &dkvantaged investments on our lower overall eamipartially offset by the exclusion of RE
tax benefits.

In the third quarter of 2002, we implemented Califa Real Estate Investment Trust (REIT) to serva &uture-funding vehicle. In 2002
we obtained $0.8 million in tax benefits from thEIR structure. In 2003, we did not take any REIX b@nefits in response to a California
Franchise Tax Board (FTB) announcement on DeceBihe2003, which related to new tax shelter regoitesti We believe we are
appropriately reserved for prior year benefits thate previously recognized. We will not reflectiREax benefits in our future financial
statements until this matter has been resolved twélCalifornia FTB. We believe that our positioitharegard to the REIT has merit, and we
plan to pursue our tax claims and defend our uskigkentity. For further information on our effeet tax rate, see Item 8. Consolidated
Financial Statements and Supplementary Data—Nattt@me Taxes.

On September 11, 2002, California enacted a lawirieg large banks (those with average assetsérsxof $500 million) to conform
federal law with respect to accounting for bad deBtior to the law change, all banks, regardiésize, were eligible to use the reserve
method of accounting for bad debts which enabledtto take deductions for anticipated bad debekogsior to the losses being incurred for
California tax purposes. With the change, large&kbanay now only deduct actual charge-offs net obveries in determining their California
taxable income. Banks that are required to conforthe new law must include in taxable income S5@&@et of their existing bad debt
reserves as of the end of the prior tax year. Asreession for requiring large banks to comply i new law, recapture of the remaining
50 percent of the reserve is waived thereby crgatipermanent tax benefit. Our one-time tax benesilting from the law change was $0.8
million and was reflected in our income tax expeimse2002. This change, while reducing income tepemse, also resulted in accelerated tax
payments.
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Operating Segment Resul

In accordance with SFAS No. 131, Disclosures alBagiments of an Enterprise and Related Informatierreport segment information
based on the “management” approach. The manageapprdach designates the internal reporting useddiyagement for making decisions
and assessing performance as the source of outabfgmsegments. Please refer to the discussionra§egment organization in the Business
Overview in Item 1.

Our primary source of revenue is from net inteiesdme. Accordingly, our segments are reportedgusit interest income. We also
evaluate performance based on noninterest incosh@@minterest expense, which are presented as e@mnmof segment operating profit or
loss. We do not allocate income taxes to our setgnéwlditionally, our management reporting modgdrisdicated on average asset balances
therefore, it is not possible to provide period esdet balances for segment reporting purposességunent information at and for the years
ended December 31, 2004, 2003 and 2002, are asv#oll

Commercial Banking
Year Ended December 31, 2004 Compared to Year Hhdedmber 31, 2003
Net Income (Loss) Before Tay

Commercial Banking’s income before income taxe<2fi04 of $67.8 million represented an increaseldd $illion, or 1.5%, from
$66.9 million for 2003. This increase was the msuit of higher revenues of $28.6 million, compisé higher net interest income of $18.3
million and higher noninterest income of $10.3 il offset by higher noninterest expenses of $24ilBon.

Net interest income of $170.1 million for 2004 ieased $18.3 million, or 12.0%, from $151.8 millfon 2003. Higher loans and deposit
volumes along with higher interest rates drove itisease.

Recovery of provision for loan losses of $2.4 naillifor 2004 represented a net change of approxiynd2e7 million from $(0.4) million
for 2003.

Noninterest income of $66.1 million for 2004 incsed $10.3 million, or 18.5%, from $55.8 million 2003. The increase was primarily
driven by letter of credit and foreign exchangeome, which increased $4.6 million; collateral moriitg fees of $2.3 million, which in 2003
was not reported as part of Commercial Bank; asti caanagement sweep fees, which increased $2igarmMigher volume of client
exchange transactions resulted from increased lgbansmomic activity associated with our clients’rkets.

Noninterest expense of $166.0 million for 2004 @ased $24.9 million, or 17.6%, from $141.1 millfon 2003. The increase in
noninterest expense was primarily driven by expeeksged to compensation and benefits and bustmasopment. Specifically, incentive
compensation increased $4.1 million, base compiemsaicreased $2.1 million, and other employeetegl@&xpenses increased $2.1 million.
Business development and travel expense increassil.B million related to strategic initiatives sugs the sponsorship of the SVB Tech
Forum in San Francisco in the third quarter of 2864 the global expansion initiatives. Nonintessgienses related to units supporting
Commercial Bank activities were also allocated ton@hercial Bank. Increases in incentive compensaiqrenses related to the support u
also contributed to the expense increase.
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Financial Condition

Commercial Banking had an increase in average ispufs$622.8 million, or 23.9%, and an increasawerage loans of $128.2 million,
or 8.5%, during 2004 compared to 2003. The loadyets with the largest growth were accounts retdévtactoring, which increased by
$68.1 million, and asset-based lending, which gog41.4 million. The increase in average depasits average loans reflect an improved
funding environment for our venture capital-backedhmercial clients and other market factors. Additilly, we are engaged in various
marketing initiatives to attract and retain commnrclients at all stages of growth.

Year Ended December 31, 2003 Compared to Year Hddeember 31, 2002

Net Income (Loss) Before Tay

Commercial Banking's income before income taxe2fi03 of $66.9 million represented a decrease &f 8llion, or 5.5%, from $70.8
million for 2002. This decrease was the resulefdr revenues of $7.0 million higher expense o83$gillion partially offset by lower charge-
offs of $5.9 million. The lower revenues were cois@d of lower net interest income of $2.1 milliamddower noninterest income of
$4.9 million.

Net interest income of $151.8 million for 2003 deaged $2.1 million, or 1.4%, from $154.0 milliom #902. The transfer rates on
deposits drove the decrease in net interest incparéally offset by an increase in deposit balance

Recovery of provision for loan losses of $(0.4)limil for 2003 represented a net change of appraein&5.9 million, from $5.6 milliol
for 2002. Commercial Banking benefited from a largeovery related to entertainment loan litigaefttlements in the third quarter of 2003.

Noninterest income of $55.8 million for 2003 dec®@ $4.9 million, or 8.1%, from $60.7 million fod@2. Client investment fees, whi
decreased $6.5 million, and letter of credit anméif;n exchange income, which decreased $4.4 mjliamarily drove the decrease. These
decreases were offset by cash management accesnifrich increased by $3.6 million, and other ntarest income, which increased by
$2.1 million.

Noninterest expense of $141.1 million for 2003 @azed $2.8 million, or 2.0%, from $138.3 milliom 8002. The increase in noninter
expense was primarily driven by compensation amefits expense. Incentive compensation expensedsed at Commercial Bank as did
cost of the support units supporting growing bussnactivities with Commercial Banking.

Financial Condition

Commercial Banking had an increase in average dspafs$162.1 million, or 6.6%. The increase ini@age deposits reflected an
improved funding environment for our venture cagitacked commercial clients and other market factadditionally, we engaged in
various marketing initiatives to attract and rete@mmercial clients at all stages of growth.

SVB Capital
Year Ended December 31, 2004 Compared to Year Hddeember 31, 2003
Net Income (Loss) Before Tay

SVB Capital’'s income before taxes for 2004 of $miBion represented a $1.2 million, or 19.1% in@eacompared to $6.1 million for
2003. This increase was primarily attributablertcréases in interest income and noninterest incparéally offset by an increase in
noninterest expense.
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Net interest income for 2004 of $12.5 million reg@eted a $0.7 million increase, or 5.6%, from $Mil8on for 2003. The increase was
primarily attributable to a favorable $1.3 millienlume variance related to loans and deposit bakarthe increase was partially offset by an
unfavorable rate variance of $0.6 million. The nedeiance represents the impact of the interestaatloans and deposits, net of the transfer
pricing.

Noninterest income for 2004 of $14.8 million repmeted a $5.1 million, or 52.7% increase, from $8ilfion for 2003. The increase was
primarily a result of gains on securities and iaserl income from warrants. The timing and amouitiame from the disposition of client
warrants typically depends on factors beyond outrod, including the general condition of the pal#iquity markets as well as the merger
and acquisition environment. We therefore cannetliot the timing and amount of warrant related meawith any degree of accuracy, and it
is likely to vary materially from period to periobhvestment gains or losses related to our managets, (see Part I, Item 8, Consolidated
Financial Statements and Supplementary Data, Ndtev@stments Securities), are included in our obdated noninterest income. Minority
interest in the net gains or losses of these cataed managed funds primarily represent net imrest gains or losses and management fees
expense attributable to the minority interest hidde these managed funds.

The change from net minority interest losses in32@0net minority gains in 2004 is primarily atuilable to the improved investment
returns from two of our managed funds SVB Stratégiestors Fund, LP and Silicon Valley BancVentutd3.

Noninterest expense for 2004 of $22.5 million repreed a $5.1 million, or 29.5% increase from $h7illon for 2003. The increase in
noninterest expense is primarily attributed to gssfonal fees and compensation and benefits. Biofied fees, primarily related to fund
management, increased by $2.3 million. Compensatighbenefits expense increased by $2.0 millionltiag from higher salary expense.
We also incurred approximately $1.4 million in gresional fees related to fund raising activitiemagted with the Gold Hill Venture
Lending 03 Limited Partnership venture debt funtitie:s.

Financial Condition

SVB Capital had an increase in average deposid®® million, or 9.1%, and average loans of $10ilion, or 15.5%, during 2004
compared to 2003. The growth in average depositsaaarage loans was due to various market fadtaisiding an improved funds flow
environment for SVB Capital’s client base, ventcapital, and private equity firms, as well as auitiatives to serve clients at all states of
growth.

Year Ended December 31, 2003 Compared to Year Hhdedmber 31, 2002

Net Income (Loss) Before Tay

SVB Capital's income before income taxes of $6.lliom for 2003 represented an increase of $4.5iomijlor 284.1%, from $1.6 million
for 2002. This increase was the net result of higaeenues of $21.5 million, comprised of higher interest income of $11.8 million and
higher noninterest income of $9.7 million, offsgthigher noninterest expenses of $17.4 million.

Net interest income of $11.8 million for 2003 ingsed $1.2 million, or 10.9%, from $10.6 million 2002. The increase was primarily
attributable to a favorable $0.9 million favorakbtdume variance related to loans and deposit bakrend $0.3 million favorable rate
variance. The rate variance represents the impdlbeadnterest rate on loans and deposits, ndiefransfer pricing.

Noninterest income of $9.7 million for 2003 increds$7.0 million, or 256.9%, from $2.7 million fo8@2. The increase primarily
related to warrant income gains of $7.5 million gamed to $1.7 million for the same period in 2002.
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Noninterest expense of $17.4 million for 2003 irsed $3.6 million, or 26.0%, from $13.8 million 002. The increase in noninterest
expense was primarily driven by allocated expens® funits supporting business expansion within S3&pital. Higher incentive
compensation expenses at the support units wetiena pontributor to the increased allocated costs.

Financial Condition

SVB Capital had an increase in average deposi§®5b million, or 11.6%, and an increase in avetagas of $4.5 million, or 7.2%,
during 2004 compared to 2003. The growth in avedsgmsits and average loans was due to variousemfaidtors, including an improved
funds flow environment for SVB Capital’s client lsawenture capital, and private equity firms, all a®&our initiatives to serve clients at all
states of growth.

SVB Alliant
Year Ended December 31, 2004 Compared to Year Hhdedmber 31, 2003

Net Income (Loss) Before Tay

SVB Alliant’s loss before income taxes of $(3.0)limh for 2004 represented a $59.6 million improwaTy compared to a $(62.6)
million loss for 2003. The increase was primarilgeault of goodwill impairment charges of $63.0lioi in 2003.

Noninterest income of $21.9 million in 2004 represe an increase of $8.8 million, or 66.7%, comgace$13.2 million in 2003. The
increase was primarily attributable to one singlgé transaction, which generated $6.1 millioremsfin the second quarter of 2004.

Noninterest expense of $24.9 million in 2004 repnésd a decrease of $50.8 million, compared to8b#fllion for 2003. The decrease
was primarily due to impairment of goodwill charggsp17.0 million and $46.0 million incurred duritige second and fourth quarter of 2003,
respectively. This was partially offset by increagecompensation and benefits expense of $10l®milf this increase, $6.9 million was
attributable to increased incentive compensatiarg #illion was attributable to increased base camsation, $1.2 million was attributable to
increased employee benefits, and $0.9 million vi@mibatable to increased stock-based compensakparese.

Financial Condition

SVB Alliant’s average total assets were lower 002 due to impairment charges of goodwill of $1mi0ion and $46.0 million
recorded in the second and fourth quarter of 288ectively. Please see Item 8—Consolidated Fiab8&tatements and Supplementary
Date—Note 6. Goodwill for further discussion.

Year Ended December 31, 2003 Compared to Year Hhdedmber 31, 2002
Net Income (Loss) Before Tay

SVB Alliant’s loss before tax of $(62.6) millionif@003 represented a decrease of $65.1 milliom fooe-tax income of $2.4 million for
2002. This decrease was primarily a result of gabdwpairment charges of $63.0 million in 2003.

Noninterest income of $13.2 million for 2003 incsed $1.0 million, or 8.6%, from $12.1 million fod@2.
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Noninterest expense of $75.8 million for 2003 repreed an increase of $66.1 million, compared t@ $8llion for 2002. The increase
in noninterest expense was primarily driven by &ses related to charges for impairment of goodfi$17.0 million and $46.0 million
incurred during the second and fourth quarter @30espectively. In addition, compensation ancefienexpense also increased by
$2.0 million in 2003.

Balance Sheet Analys

SVB Alliant’s average total assets were lower for 2003 dueetoeduction in goodwill resulting from the $17.0lion and $46.0 millior
impairment of goodwill charges recorded in the selcand fourth quarters of 2003, respectively. Rleze Item 8—Consolidated Financial
Statements and Supplementary Date—Note 6. Gooftwiturther discussion.

Private Client Services and Oth

The private Client Services and Other segmentcjatly consists of our Private Client Servicesugroand other business service units
that are not part of the Commercial Bank, SVB Gapt SVB Alliant segments. The Private Client Segg Group does not meet the separate
reporting thresholds as defined by SFAS No. 131amsuch has been combined with other businesgsemits for segment reporting
purposes. The Private Client Services group prevadeide range of credit services to high-net-waorttividuals using both long-term
secured and short-term unsecured lines of credds& products and services include home equitg fieredit, secured lines of credit,
restricted stock purchase loans, airplane loarscapital call lines of credit. We also provide clients with deposit account products and
services to meet cash management needs, inclubdaaking accounts, deposit accounts, money markeuats, and certificates of deposit.
Through our subsidiary, Woodside Asset Managenieat, we provide individual clients with personavéstment advisory services, assis
clients in establishing and implementing investnstrategies to meet their individual needs andggd&bodside Asset Management, Inc.
incurred a $1.9 million goodwill impairment chargethe third quarter ended September 30, 2004.Prhate Client Services Group was
known as the Private Banking Group until its namange in January 2004.

The other business services units provide varioodycts and services. The Private Client Servioes@ther segment also reflects those
adjustments necessary to reconcile the resultperfating segments based on the Company’s interofitgbility reporting process to the
interim unaudited consolidated financial statem@népared in conformity with U.S generally accepedounting principles applicable to
consolidated financial statements.

Net interest income of $52.2 million for 2004 inased $26.9 million, or 106.7%, from $25.2 milliar 2003. The increase in net
interest income is primarily attributed to an irese of $25.0 million related to an increased gawéen the funds transfer rates utilized for
profitability reporting and the realized earningsthe investment portfolio.

Financial Condition

Our total assets were $5.2 billion at Decembe2804, an increase of $673.6 million, or 15.0%, cared to $4.5 billion at
December 31, 2003.

The growth in our total assets was primarily funbgdn increase in client deposits, which incredse#i552.6 million, or 15.1% over
the period. The increase in total assets was hg@icentrated in investment securities and loans.
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Federal Funds Sold and Securities Purchased undesément to Rese

Federal funds sold and securities purchased umgleement to resell totaled a combined $166.3 miibDecember 31, 2004, a decre
of $376.2 million, or 69.3% as compared to $542iltion outstanding at the prior year end. The lovearels of federal funds sold and
securities purchased under agreement to resekt@dber 31, 2004, as compared to the prior yearedleitts our current strategy of
investing available funds in high quality, fixedcome investment securities while maintaining adégsaurces of liquidity. Our plan is to
continue the trend of managing federal funds solfi@/ernight repurchase agreements at appropeegdsl

Investment Securitie

Investment securities totaled $2.3 billion at DebenB31, 2004, an increase of $682.8 million, 08%3.from December 31, 2003. The
increase was largely attributable to collateralimsoitgage obligations and mortgalgaeked securities, which collectively increase$b00.5
million and asset-backed securities, which incrddse$63.3 million. See Iltem 8. Consolidated FinahStatements and Supplementary
Data—Note 7. Investment Securities.

For a description of the accounting policies ralatelnvestment Securities, see Item 7. Managem&iscussion and Analysis of
Financial Condition and Results of Operations—€aitiAccounting Policies and Item 8. ConsolidategbiAcial Statements and
Supplementary Data—Note 2. Significant Accountidjidles—Investment Securities.
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The following table details the composition of istrent securities, which were classified as aviglétr-sale and reported at fair value,
with the exception of non-marketable securities thalude Federal Reserve Bank and Federal Home Baak stock, tax credit funds,
venture capital fund investments, and other prieggaity investments, which were reported on a basts less any identified impairment or
reported at fair value using investment companyactng rules at December 31, 2004, 2003, and 2002.

At December 31,
2004 2003 2002
(Dollars in thousand:s

Available-for-sale securities

U.S. Treasury securitie $ 29,766 $ 31,15¢ $ 20,57¢
U.S. agencies and corporatio
Collateralized mortgage obligatio 813,91¢ 611,38E 420,161
Mortgage-backed securitie 594,442 296,494 158,936
Discount notes and bon 278,331 285,42¢ 197,545
Asse-backed securitie 100,99¢€ 37,695 38,508
Obligations of states and political subdivisic 98,037 150,871 210,517
Commercial paper and other debt secur 92,573 26,991 11,148
Money market mutual func 98,548 23,079 378,933
Warrant securitie 5,672 7,676 839
Venture capital fund investmer — 8 11
Other equity investments(1) — 8,602 7,055
Total available-for-sale securities 2,112,28¢ 1,479,382 1,444,231
Marketable equity securities (investment compargpanting)(2) 480 — —
Non-marketable securities (investment company accoghi
Venture capital fund investments| 52,547 30,149 22,082
Other private equity investments| 15,720 10,097 9,986
Other investments(t 13,635 — —
Non-marketable securities (cost basis accounti
Venture capital funds investmer 25,400 25,196 24,740
Tax credit funds 14,070 16,551 18,255
Federal Home Loan Bank stocki 12,798 3,009 2,172
Federal Reserve Bank stock 7,967 7,467 7,394
Other private equity investments 3,306 3,582 6,834
Total investment securities $2,258,200 $1,575,43: $1,535,69:

(1) Available-for-sale other equity investmeimsiuded $0 million, $8.6 million, and $7.1 milficelated to investments owned by two consolidéteied partnerships,
Taurus Growth Partners, LP and Libra Partners, 4. Bf@ecember 31, 2004, 2003, and 2002, respegtiVee Taurus Growth Partners, LP and Libra PastrieP funds
were liquidated and the funds were fully distriltliges of December 2004. We had a controlling intevekess than 1% in the funds.

(2) Marketable equity securities (investment compargpanting) included $0.5 million related to Silictialley BancVentures, LP, at December 31, 2004. Company has
controlling interest of 10.7% in the fund. Exclugdithe minority interest-owned portion of Silicon g BancVentures, LP, the Company has marketadpé e securities
(investment company accounting) of $0.1 millioro&®ecember 31, 2004.

(3) Non-marketable venture capital fund investis (investment company accounting) included $48li8on, $30.1 million, and $22.1 million relateéd our fund of funds,
SVB Strategic Investors Fund, LP, as of DecembelB804, 2003, and 2002, respectively. We had aralling ownership interest of 11.1% in the fundal$o included
$7.3 million and $0.0 million related to SVB Strgie Investors Fund Il, LP, at December 31, 2004 Badember 31, 2003, respectively. We had a coirigpihterest of
14.4% in the fund. Excluding the minority interesined portion of these funds, we had non-marketadeure capital fund investments (investment camgpeccounting)
of $6.1 million, $3.3 million, and $2.4 million @ December 31, 2004, 2003 and 2002, respectively.

(4) Non-marketable other private equity invesits (investment company accounting) included $ablifon, $10.1 million, and $10.0 million related our venture capital
fund, Silicon Valley BancVentures, LP, as of Decem®1, 2004, 2003, and 2002, respectively. We haah&rolling ownership interest of 10.7% in the duiExcluding the
minority interest owned portion of Silicon ValleyaBcVentures, LP, we had non-marketable other griggtity investments (investment company accounth§l1.7
million as of December 31, 2004 and $1.1 millionteas of December 31, 2003 and 2002.

(5) Non-marketable other investments (investneempany accounting) included $9.0 million relatedPartners for Growth, LP at December 31, 2004.h&d a majority
ownership interest of 53.2% in the fund. It alsclunled $2.4 million and $2.3 million related to @#ill Venture Lending Partners 03, LLC and Goldl Mienture
Lending 03, LP, respectively, as of December 30420Ve had a majority interest of 90.7% in Gold N&nture Lending Partners 03, LLC. Excluding thimanity interes
owned portion of Partners for Growth, LP and Goltl Yeenture Lending Partners 03, LLC, we had nondkesable other investments (investment company attany) of
$9.2 million as of December 31, 2004.

(6) Federal Home Loan Bank (“FHLB") and FedeRakerve Bank (“FRB”) stock are restricted, as veeraquired to hold shares of FHLB and FRB stoakeurthe Bank'’s
borrowing agreement.
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2004 Compared to 2003
Available-for-Sale Investments

Available-for-sale investment securities totaledl$@llion at December 31, 2004, an increase oR#anillion, or 42.8%, from the
December 31, 2003 balance of $1.5 billion. Thigéase primarily resulted from a shift of funds fréederal funds sold and securities
purchased under agreement to resell to the aveifablsale investment securities portfolio. Furthere, excess liquidity generated by growth
in deposits in excess of loan growth was investatié available-fosale investment portfolio. The increase in avaddbl sale securities wi
concentrated in higher-yielding mortgage-backedisges and collateralized mortgage obligationsribg 2004, we increased the duration of
the fixed income investment portfolio to 2.1 year®ecember 31, 2004 from 1.7 years at Decembe2®13, in conjunction with our active
interest rate risk management program. Commeraig¢p money market mutual funds and asset-backenlises also increased, which was
partially offset by a decrease in obligations ates and political subdivisions.

Nor-Marketable Equity Securities

The increase in the other investments categorypofmarketable securities was related to investmarttgo venture debt funds.
Additionally, venture capital funds and other ptezaquity investments increased due to increaséeimarket value of certain investment
our managed funds SVB Strategic Investors FundardPSilicon Valley BancVentures, LP, and furthefeistments made into our managed
funds.

Based on December 31, 2004 market valuations, @Wé&5# million in unrealized pre-tax warrant gaie are restricted from
exercising many of these warrants until later i0®20As of December 31, 2004, we directly held 1,8@2rants in 1,362 companies and made
investments, through our managed investment fund)0 venture capital funds, 40 companies, andvardure debt funds.

Additionally, we have an investment in a specifiad, which is being carried as a cost basis investnThe carrying value of our cost
basis investment in that fund at December 31, 20a®% not include an unrealized gain of approxirge®2l1 million based on the market
valuation of the specific fund investment.

We are typically contractually precluded from takisteps to hedge any current unrealized gains iassdavith many of these equity
instruments. Hence, the amount of income realizedsfrom these equity instruments in future pesiodght vary materially from the curre
unrealized amount due to fluctuations in the mapkigtes of the underlying common stock of these pames.

At December 31, 2004, except for securities isqyethe U.S. Government or by U.S. government agsnand corporations, we held no
investment securities that were issued by a sipgtty that exceeded 10.0% of our stockholders'tgqui

2003 Compared to 2002
Available-for-Sale Investments

Available-for-sale investment securities totaledbfdillion at December 31, 2003, an increase of $8fillion, or 2.4%, from the
December 31, 2002, balance of $1.4 billion. Thedase in available-for-sale securities resultethfgnowth in average client deposits in
excess of loan growth. The change in the compasdfanvestments was the result of our continuifigres to diversify the product mix in o
investment portfolio to higher yielding, high- gialassets. Short-term money market mutual fund®weallocated to higher yielding
mortgage-backed securities and collateralized ragegbligations. We added some duration to thdgiordue to active interest rate risk
management and increased the
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