
 
 

  1 Q3 2022 Earnings Highlights 

SVB Financial Group Q3 2022 CEO Letter   
 
To our Stakeholders: 

SVB delivered Earnings Per Share of $7.21 and Net Income of $429 million in the third quarter, with a 
Return on Equity of 13.62 percent.    

Continued strength and momentum in underlying business, despite  
market challenges  

We continue to see strength and momentum in our underlying business, despite the impact of 
persistent market volatility, rising rates and fears of recession on our balance sheet growth and 
market-related revenues.    

Loan growth was solid in the third quarter, driven by Technology, Healthcare and Private Bank 
lending. Private equity term sheets and PE/VC dry powder remained at all-time highs, and new client 
acquisition reached a record of nearly 1,800 commercial clients this quarter. These are all strong 
indicators of future client activity and business growth. 

Net interest income grew by 3 percent, with moderating positive impact from higher interest rates 
due to client fund outflows and higher deposit costs. We saw continued strong credit performance, 
with lower net charge-offs and non-performing loans, and significantly improved our full-year 2022 
credit outlook. Core fee income growth was robust, as interest rate increases drove improved client 
investment fee margins. In addition, the investments we've made in client acquisition, new products, 
and the client experience across our four core businesses have deepened our relationships with 
clients by enhancing our ability to provide strategic advice and counsel.  

We achieved several key milestones during the quarter, among them, completing the transition of 
our UK branch to a fully capitalized subsidiary, and launching a new representative office in 
Stockholm. Both accomplishments are results of our long-term growth in the EMEA market, and 
indicators of the opportunity we see ahead.   

We are encouraged by these positive trends and remain confident in our long-term strategy, as 
innovation ultimately drives economic growth, although current market conditions are impacting our 
business.  

Market dynamics pressuring growth 

Market volatility and increasing economic uncertainty have reduced liquidity flows to private 
companies, as rising rates, lack of clarity on private valuations, and the risk of recession are keeping 
investors on the sidelines. The Nasdaq-100 has declined more than 30 percent year to date, and 
public listings are near historic lows for the quarter and the year. VC investment year to date has 
already surpassed full-year investment for every year except 2021, but Q3 2022 VC investment 
represents a 54% decline from the record heights of Q4 2021.   
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Private fundraising is a key driver of our client funds growth, and we estimate our client fund inflows 
from private fundraising are equal to about half of total US VC investment.  While these inflows 
remained healthy relative to the overall pace of VC investment in Q3, balance sheet growth was 
pressured as inflows were more than offset by client cash burn, which remained elevated at 
approximately two times pre-2021 levels.  It can take several quarters for cash burn levels to adjust 
to fundraising activity.  While we do not need to see VC funding return to 2021 levels, for deposits to 
grow, we do need to see a better balance between VC deployment and cash burn. 

We have successfully offset a meaningful portion of deposit outflows with our flexible liquidity 
solutions, which enable us to allocate client funds on or off the balance sheet. This strategy is 
working as planned but has resulted in a more rapid mix shift into interest-bearing deposits and 
higher deposit costs, which have decreased the benefit of rising rates to our net interest income.   

Public market volatility has also affected the more market-sensitive parts of our business. Despite 
increased M&A revenues in the past year (driven by investments in expanding our investment 
banking capabilities), SVB Securities revenue was at its lowest level in eight quarters, due to 
declines in equity capital markets and M&A activity in the quarter.  Lower private market valuations 
also drove further valuation write-downs in our private fund investments, although a portion of this 
decrease was already incorporated in the valuation adjustments we recorded in the second quarter. 

We expect these pressures to persist until public markets stabilize. This prolonged market volatility 
and increasing economic uncertainty make it challenging to forecast our financial performance in 
the coming year.  

Given this lack of visibility into future market conditions, we are not providing a preliminary 2023 
outlook.   

Strong and well positioned 

Because of our strong growth over time; high-quality, liquid balance sheet; and the investments 
we’ve made in expanding our capabilities and earnings power, SVB is well-positioned to support our 
clients and navigate these market conditions. Our innovation clients, too, are well-positioned, with 
generally stronger balance sheets, better business models, and a history of resilience through past 
market cycles. 

That resilience is a key characteristic of our unique client funds franchise, which has driven 
sustained balance sheet and revenue growth over time, with robust expansion typically following 
periods of market disruption.      

As is often the case when markets get challenging, we have recently seen some companies pull 
back from serving innovation clients, due to concerns over the current environment. Thanks to our 
strong balance sheet, recession-tested leadership team and long track record of navigating 
successfully through market cycles, SVB is able to lean in at times like these, demonstrating our 
commitment to partnership with clients, strengthening our relationships and planting the seeds for 
future growth.   
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Continued confidence in our strategy 

While market volatility and disruption may persist for some time, it is a normal and necessary part of 
the innovation cycle. 

We believe the long-term tailwinds supporting the innovation economy remain intact, and its growth 
will continue to outpace other industries over time. Private fundraising continues to be healthy, 
global dry powder remains at record highs, and our conversations with clients suggest they are 
positioning themselves for a rapid resumption of activity once the broader markets stabilize.  While it 
is unclear when that stabilization may occur, history has shown that good companies are founded 
and funded in the troughs as well as the peaks of every cycle, and investors are determined not to 
miss out on those opportunities.  

We expect demand for investment in the most dynamic segment of the global economy – and our 
growth opportunity – to remain robust over time. With SVB’s diversified business model and unique 
role in helping individuals, investors and the world’s most innovative companies achieve 
extraordinary outcomes, we remain confident we are in the right market with the right strategy for 
the long term. 

 

 

 

 

Greg Becker 
President and CEO 
 

This Q3 2022 CEO Letter should be reviewed together with SVB’s Earnings Release, Earnings 
Presentation, and SEC filings for the same period.   
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