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SVB Financial Group Q4 2020 CEO Letter 

January 21, 2021 

To our Stakeholders: 

We delivered exceptional growth and profitability in the fourth quarter, with Earnings Per Share of 
$7.40, Net Income of $388 million and Return on Equity of 20 percent, a strong finish to an outstanding 
year.  

Our results reflected outstanding balance sheet growth driven by robust client liquidity and strong loan 
growth, with net interest income above our guidance despite pressure from low rates.  Our performance 
was also driven by outsized warrant and investment gains from client exits and investments, solid core 
fee income, strong investment banking revenues and continued stable credit.    

Exceptional growth and profitability as innovation markets remains robust. 

1. We continue to execute strongly while investing in our business and supporting our employees, 
clients and communities. 

2. Our client markets remain resilient and highly liquid. 

3. Credit quality remains stable, with solid underlying metrics and improved economic scenarios 
driving a reserve release. 

4. We maintain strong capital and liquidity, supported by a high-quality balance sheet and robust 
earnings power. 

5. Our investments are accelerating client acquisition and growth, and we will continue to focus on 
investment that supports our strategic priorities, growth and scalability.  

6. Our announced acquisition of Boston Private is a financially attractive transaction that will enable us 
to advance our private banking and wealth management business to pursue a significant growth 
opportunity. 

7. Our resilient business model positions us well for long-term growth.   

We continue to execute strongly, invest in our business and support our employees, clients 
and communities. 

Our consistent focus on execution continues to drive strong client acquisition, with approximately 1,500 
new clients added in the fourth quarter, and we continue to actively engage with current and potential 
clients through direct outreach and a full slate of high-value virtual events.  This client activity is the fuel 
that sustains and grows our business, and the investments we’ve made in people, technology and 
infrastructure provide essential support for it.  

As working from home extends further into 2021 and promises to become a permanent part of work, 
those investments enable us to provide support and resources to our employees to ensure they have 
what they need to do their jobs and take care of themselves and their families. We are also finding 
opportunities to optimize our real estate as SVBers adapt to new ways of working, which resulted in 
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approximately $29 million in charges in the fourth quarter but will ultimately contribute to greater 
operational efficiency over the long term. 

The resilience and flexibility of SVBers enable us to continue doing the right things for our clients and 
our business; enhance our products, services and solutions; and deepen our engagement with the 
innovation ecosystem globally.  Support for our communities is an essential part of this engagement 
and, in the fourth quarter, we donated approximately $20 million in net fees from the Paycheck 
Protection Program, which will go to supporting community and diversity programs.  

Our client markets remain resilient and highly liquid. 

Liquidity continues to flow into the innovation markets, as a result of continued strong venture capital 
and private equity activity, vibrant funding and exit markets, and the acceleration of digital adoption and 
activity in healthcare driven by COVID-19.    

Despite a dip in Q4, 2020 was a record year for venture capital fundraising and investment – with deal 
value crossing $150 Billion for the first time, and the second-best year ever for VC-backed exit values.  

After a slow start due to the pandemic, private equity investment recovered later in 2020, driven by 
technology and healthcare, and growing momentum suggests continued healthy appetite.  Fundraising 
pulled back toward the end of the year but has generally been more stable than deals or exits as 
established funds continue to attract liquidity, especially to technology and healthcare focused funds.  
PE exit activity also recovered strongly following the onset of the pandemic, driven by traditional IPOs 
and SPACs.  

This continued availability of such strong liquidity and the accumulation of dry powder for future 
investments highlights innovation’s importance as a driver of the global economy, and its appeal is only 
enhanced by the current low interest rate environment.   

This robust activity has fueled our outstanding balance sheet growth throughout the year, driving a 
year-over year increase in average assets of $23 billion or 36 percent to $86 billion, and an increase in 
average total client funds of $46 billion or 31 percent to $192 billion.  At December 31, 2020, period-end 
assets were $116 billion, representing growth of $45 billion or 63 percent; and total client funds were 
$243 billion, representing growth of $82 billion or 51 percent. 

Healthy activity among our clients has continued to drive robust loan growth, particularly in Global Fund 
Banking (PE/VC) and the Private Bank, which grew by 21% and 8% respectively in the fourth quarter, and 
contributed to a 25 percent year-over year increase in average loans to $37 billion. We also saw another 
quarter of stellar market driven revenue, with client funding and exit activity contributing approximately 
$572 million in market-related fee income from warrants and investments, net of noncontrolling 
interests, and another $481 million in SVB Leerink revenue, both on a full-year basis.  

Credit quality remains stable, with solid underlying metrics and improved model economic 
scenarios driving a reserve release. 
Solid performance across our client base contributed to continued stable credit, while further 
improvements in projected economic scenarios and the continued resilience of our Private Bank 
portfolio drove a reserve release during the quarter.  In Q3, the vast majority of our Private Bank and 



   
 

 
 

 3 Q4 2020 Earnings Highlights  
 

 

 
Wine clients with three-month loan payment deferrals resumed payments with very few extension 
requests, and the same was true for our Wine and Venture Debt 6-month Deferral Program participants 
whose payments were scheduled to resume in Q4.  While we continue to monitor our portfolio given 
continued economic uncertainty, we are cautiously optimistic based on stable performance to date, and 
we have strong levels of reserves to withstand changing market conditions should they arise. 

We maintain strong capital and liquidity, supported by a high-quality balance sheet and 
robust earnings power that position us well for long-term growth. 

Our high-quality balance sheet and robust earnings power provide continued support for our capital and 
liquidity and give us the flexibility to meet our clients’ needs while continuing to invest in our business.    
Our strong earnings have helped to offset the impact of our exceptional balance sheet growth on our 
capital ratios.  While bank Tier 1 Leverage is currently below our internal target of between 7 and 8 
percent, we remain well capitalized by every regulatory measure, and we are well positioned to 
continue to support our growth.  On the liquidity front, we have access to approximately $53 billion in 
borrowing capacity, as well as fixed income gains and additional holding company liquidity that can be 
downstreamed to the bank, if necessary. 

Our investments are accelerating client acquisition and growth; investment in our strategic 
priorities remains critical to maintaining our leadership, driving growth and scalability. 

Our ability to engage clients and drive growth has been accelerated by the investments we’re making in 
our strategic priorities of enhancing client experience, improving employee enablement, driving revenue 
growth and enhancing risk management. These investments have enabled us to accelerate our client 
acquisition, expand our product offerings to better meet the needs of our clients at all life stages, 
onboard clients and deliver products more efficiently, and deepen our relationships with clients.  They 
have also allowed us to develop or acquire critical leadership and skillsets that we need to expand our 
leadership position and continue growing.  

Investment in our strategic priorities is critical to our future growth, and we expect to continue 
expanding our business organically through geographic, client and product expansion, while pursuing 
opportunities to grow and differentiate our business through targeted acquisitions and the hiring of 
teams with special skills, if the right opportunities arise. To this end, in the fourth quarter, we acquired 
WestRiver Group’s debt investment business in order to establish a credit platform at SVB Capital to 
provide investors with additional investment opportunities in the innovation economy and provide new 
debt options to our commercial banking clients. 

Our announced acquisition of Boston Private is a financially attractive transaction that will 
enable us to pursue a large growth opportunity. 

On January 4, 2021, we announced our agreement to acquire Boston Private Financial Holdings, which 
we expect to close in mid-2021, subject to customary closing conditions.  We believe this acquisition will 
significantly accelerate and scale the growth of our private bank and wealth management strategy, 
advance our expertise, products and technology; and provide the opportunity to deepen our client 
relationships and capture a larger portion of this estimated $400 billion opportunity among our clients.*
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As we outlined in our materials concerning the acquisition, Boston Private is a premier private banking 
and wealth management firm with outstanding Net Promoter Scores and a strong, client-centric culture 
similar to our own; deep private banking and wealth management expertise; a comprehensive,  next-
generation digital platform; and a presence in key innovation centers across the country. We believe 
SVB clients will benefit from Boston Private’s product range and technology, while Boston Private clients 
will have access to SVB’s expertise in the innovation economy, and the clients and high-growth 
opportunities presented by it, as well as the power of SVB’s larger balance sheet and financial strength. 
We expect the transaction to be accretive to both Tangible Book Value Per Share and Earnings per 
Share, and that it will further diversify our revenues and enhance our profitability. 

Resilient business model well-positioned for long-term growth 

Our unique business model and the resilience of our clients and markets position us well for growth. Our 
robust earnings power, high-quality balance sheet, strong capital and liquidity, and long-term approach 
to investing in our business provide a base of strength and stability that we believe will enable us to 
support our clients over the long term.   

Our ability to offer meaningful connections, expertise and value to our clients, well beyond the abilities 
of an ordinary bank, continues to differentiate us as the partner of choice for innovators and investors.   

We believe the pace of innovation and investment in our client markets will continue to grow and 
accelerate over time and that the efforts of VC and PE investors to put capital to work will remain a 
primary driver of new company formation and exceptional liquidity in the innovation economy.  

Our investments in expanding and diversifying our business will provide levers to drive growth in a low-
rate environment while enhancing our ability to compete globally and maintain our market leadership, 
supporting long-term growth and operating leverage. Our long experience with innovators and investors 
gives us confidence in the continued resilience of our business in the long term. 

Final Thoughts 

Despite near-term uncertainty about the pace of economic recovery and the trajectory of the pandemic, 
SVB continues to perform well and operate from a position of strength that is better than at any other 
time in our history.     

• The innovation economy continues to demonstrate its resilience as COVID-19 accelerates digital 
adoption and drives increased activity across the healthcare industry. As a result, our 
technology, healthcare and life science clients have been less impacted by the economic 
downturn than traditional businesses and many are thriving.  

• We are executing on our strategic vision, delivering consistency punctuated by bold steps, both 
of which help advance and expand our platform, and further strengthen our position as the 
financial partner of choice for the global innovation economy. 

• Liquidity continues to flow into our markets, supported by strong PE/VC fundraising and dry 
powder, and surging demand for high-growth alternative assets, providing the fuel for long-term 
growth.  
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• We remain cautiously optimistic on credit. Credit metrics currently remain within normal ranges 

and economic forecasts are improving, but should conditions worsen, we believe we are well 
positioned to handle the change, both from a portfolio quality and reserve perspective. 

• Our long-term focus underscores the importance of investing in our leadership position and 
competitive advantage.  The investments we’re making to expand and diversify our business are 
driving growth today and we believe they will provide the foundation for long-term growth and 
operating leverage.  

• We remain well-positioned for long-term growth.  Our robust earnings power supported by our 
resilient and thriving client markets continues to provide tailwinds for sustainable growth.  

We expect these conditions, our strong financial position and effective execution will enable us to drive 
strong average balance sheet growth in 2021 while maintaining stable credit quality and investing in our 
growth and scalability.   

We remain committed to our vision of being the partner of choice for innovators and their investors in 
the most dynamic segment of the global economy.  There is nothing more exciting than seeing the many 
ways our innovative clients tackle problems – large and small – with the objective of making meaningful 
improvements in business, their communities and the world.  And equally exciting is the passion and 
resourcefulness I see in my colleagues at SVB every day as they work to support our clients and each 
other in making these dreams reality. 

 

 

 

 

Greg Becker 

President and CEO 

* Estimated Total Client Position (TCP) of SVB’s current clients based on McKinsey Wealth and Asset Management 
Practice (2020) and SVB management estimates.  TCP includes wealth management assets, deposits and lending. 
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