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PROSPECTUS SUPPLEMENT

(To prospectus dated January 11, 2012)

$150,000,000

STIFEL FINANCIAL CORP.
5.375% Senior Notes due December 2022

The Company: We are a financial holding company that conducts its banking, securities and financial services business through several wholly
owned subsidiaries. Our broker-dealer affiliates provide securities brokerage, investment banking, trading, investment advisory and related
financial services to individual investors, professional money managers, businesses and municipalities.

The Offering: We are offering $150,000,000 principal amount of 5.375% Senior Notes due 2022 (the �notes�). Interest on the notes will accrue
from December 21, 2012 and will be paid quarterly in arrears on January 15, April 15, July 15 and October 15 of each year, commencing on
April 15, 2013. The notes will mature on December 31, 2022. We may redeem the notes in whole or in part on or after December 31, 2015 at our
option at a redemption price equal to 100% of their principal amount, plus accrued and unpaid interest to the date of redemption, as described
under �Description of Notes�Optional Redemption.� The notes will be issued in denominations of $25 and in integral multiples thereof.

The notes will be our general unsecured senior obligations, will rank equally with all of our existing and future senior unsecured indebtedness
and will be senior to any other indebtedness expressly made subordinate to the notes. The notes will be effectively subordinated to all of our
existing and future secured indebtedness (to the extent of the value of the assets securing such indebtedness) and structurally subordinated to all
existing and future liabilities of our subsidiaries, including trade payables.

Investing in our notes involves risks that are described in the �Risk Factors� section beginning on page S-6 of this prospectus supplement,
and the documents incorporated by reference herein.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these securities or
passed upon the adequacy or accuracy of this prospectus supplement or the accompanying prospectus. Any representation to the contrary is
a criminal offense.
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We intend to apply to list the notes on the New York Stock Exchange (�NYSE�) and expect trading in the notes to begin within 30 days of
December 21, 2012, the original issue date.

Per Note Total
Public offering price(1) 100.00% $ 150,000,000
Underwriting discount 3.00% $ 4,500,000
Proceeds, before expenses, to us(1) 97.00% $ 145,500,000

(1)Plus accrued interest from December 21, 2012, if settlement occurs after that date.
The underwriters expect to deliver the notes to purchasers in book-entry only form through the facilities of The Depository Trust Company for
the accounts of its participants, including Euroclear Bank S.A./N.V., as operator of the Euroclear System, and Clearstream Banking, société
anonyme, on or about December 21, 2012.

Joint Book-Running Managers

Stifel Nicolaus Weisel BofA Merrill Lynch Morgan Stanley

Keefe, Bruyette & Woods
JMP Securities

US Bancorp
The date of this prospectus supplement is December 18, 2012.
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ABOUT THIS PROSPECTUS SUPPLEMENT

You should rely only on the information contained in or incorporated by reference into this prospectus supplement and the accompanying
prospectus. We have not, and the underwriters have not, authorized any other person to provide you with different information. If anyone
provides you with different or inconsistent information, you should not rely on it. We are not, and the underwriters are not, making an offer to
sell these securities in any jurisdiction where the offer and sale is not permitted. You should assume that the information appearing in this
prospectus supplement and the accompanying prospectus is accurate only as of their respective dates. Our business, financial condition, results
of operations and prospects may have changed since those dates.
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This document is in two parts. The first part is this prospectus supplement, which describes the specific terms of this notes offering and also adds
to and updates information contained in the accompanying prospectus and the documents incorporated by reference into the accompanying
prospectus. The second part, the accompanying prospectus, provides more general information. Generally, when we refer to this prospectus, we
are referring to both parts of this document combined. To the extent there is a conflict between the information contained in this prospectus
supplement and the information contained in the accompanying prospectus or any document incorporated by reference therein filed prior to the
date of this prospectus supplement, you should rely on the information in this prospectus supplement. If any statement in one of these documents
is inconsistent with a statement in another document having a later date � for example, a document incorporated by reference in the
accompanying prospectus � the statement in the document having the later date modifies or supersedes the earlier statement.

Unless we indicate otherwise, the words �we,� �our,� �us� and �Company� refer to Stifel Financial Corp. (�Stifel�), and its wholly-owned subsidiaries,
including Stifel, Nicolaus & Company, Incorporated (�Stifel Nicolaus�) and Stifel Bank & Trust (�Stifel Bank�).

CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

This prospectus and the information incorporated by reference in it contains certain forward-looking statements within the meaning of
Section 27A of the Securities Act of 1933, as amended (the �Securities Act�), and Section 21E of the Securities Exchange Act of 1934, as
amended (the �Exchange Act�), that are based upon our current expectations and projections about future events. We intend for these
forward-looking statements to be covered by the safe harbor provisions for forward-looking statements contained in the Private Securities
Litigation Reform Act of 1995, and we are including this statement for purposes of these safe harbor provisions. You can identify these
statements from our use of the words �may,� �will,� �should,� �could,� �would,� �plan,� �potential,� �estimate,� �project,� �believe,� �intend,� �anticipate,� �expect� and
similar expressions. These forward-looking statements cover, among other things, statements made about the general economic, political,
regulatory, and market conditions, the investment banking and brokerage industries, our objectives and results, and also may include our belief
regarding the effect of various legal proceedings, management expectations, our liquidity and funding sources, counterparty credit risk, or other
similar matters. All statements in this prospectus and the information incorporated by reference in it not dealing with historical results are
forward-looking and are based on various assumptions. The forward-looking statements in this prospectus and the information incorporated by
reference in it are subject to risks and uncertainties that could cause actual results to differ materially from those expressed in or implied by the
statements. In addition, our past results of operations do not necessarily indicate our future results. Factors that may cause actual results to differ
materially from those contemplated by such forward-looking statements include: the ability to successfully integrate acquired companies or the
branch offices and financial advisors, including our recently announced contemplated acquisition of KBW, Inc., which we anticipate closing in
the first quarter of 2013; a material adverse change in our financial condition; the risk of borrower, depositor and other customer attrition; a
change in general business and economic conditions; changes in the interest rate environment, deposit flows, loan demand, real estate values and
competition; changes in accounting principles, policies or guidelines; changes in legislation and regulation; other economic, competitive,
governmental, regulatory, geopolitical and technological factors affecting our operations, pricing and services; and the risks and other factors set
forth in �Risk Factors� beginning on page S-6 of this prospectus supplement. Forward-looking statements speak only as to the date they are
made. We do not undertake to update forward-looking statements to reflect circumstances or events that occur after the date the forward-looking
statements are made. We disclaim any intent or obligation to update these forward-looking statements.

S-ii
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SUMMARY

The following information about this offering summarizes, and should be read in conjunction with, the information contained in this prospectus
supplement and in the accompanying prospectus, and the documents incorporated therein by reference.

About Stifel Financial Corp.

We are a financial holding company headquartered in St. Louis. Our principal operating subsidiaries are Stifel Nicolaus, a full-service retail and
institutional brokerage and investment bank, which operates under both the Stifel Nicolaus and Stifel Nicolaus Weisel names, and Stifel Bank, a
retail and commercial bank.

With our century-old operating history, we have built a diversified business serving private clients, institutional investors and investment
banking clients located across the country. Our principal activities are:

� Private client services, including securities transaction and financial planning services;
� Institutional equity and fixed income sales, trading and research, and municipal finance;
� Investment banking services, including mergers and acquisitions, public offerings and private placements; and
� Retail and commercial banking, including personal and commercial lending programs.

Our core philosophy is based upon a tradition of trust, understanding, and studied advice. We attract and retain experienced professionals by
fostering a culture of entrepreneurial, long-term thinking. We provide our private, institutional and corporate clients quality, personalized
service, with the theory that if we place clients� needs first, both our clients and our company will prosper. Our unwavering client and employee
focus have earned us a reputation as one of the leading brokerage and investment banking firms off Wall Street.

We have grown our business both organically and through opportunistic acquisitions, including our acquisition of the capital markets business of
Legg Mason from Citigroup in 2005; our acquisitions of Ryan Beck & Co., Inc. in February 2007 and FirstService Bank in April 2007; our
acquisition of ButlerWick & Co., Inc. in 2008; our acquisition of 56 branches from the UBS Wealth Management Americas branch network in
2009; our acquisition of Thomas Weisel Partners Group, Inc. in July 2010; and our acquisition of Stone & Youngberg in October 2011.
Throughout the course of the integration of these businesses, our highly variable cost structure has enabled us to achieve consistent core earnings
profitability while growing net revenue for 15 consecutive years.

We primarily operate our business through two segments, Global Wealth Management and Institutional Group. Our Global Wealth Management
segment consists of two businesses, the Private Client Group and Stifel Bank. The Private Client Group provides securities brokerage services,
including the sale of equities, mutual funds, fixed income products, and insurance, as well as offering banking products to our clients through
Stifel Bank. Stifel Bank provides residential, consumer, and commercial lending, as well as FDIC-insured deposit accounts to customers of our
broker-dealer subsidiaries and to the general public.

Our Institutional Group segment includes institutional sales and trading. It provides securities brokerage, trading, and research services to
institutions, with an emphasis on the sale of equity and fixed income products. This segment also includes the management of and participation
in underwritings for both corporate and public finance (exclusive of sales credits generated through the private client group, which are included
in the Global Wealth Management segment), merger and acquisition, and financial advisory services.

S-1
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For the year ended December 31, 2011, Global Wealth Management net revenues increased 7.7% to a record $908.2 million from $843.3 million
in 2010. For the nine months ended September 30, 2012, Global Wealth Management net revenues increased 8.3% to a record $740.1 million
from $683.6 million for the comparable period in 2011. For the year ended December 31, 2011, Institutional Group net revenues decreased 6.4%
to $507.4 million from $541.8 million in 2010. For the nine months ended September 30, 2012, Institutional Group net revenues increased
21.5% to $453.5 million from $373.2 million for the comparable period in 2011.

We believe that our Global Wealth Management segment provides balance with respect to our Institutional Group segment and creates a stable
base of revenue that helps us achieve consistent profitability through market cycles.

Our customers include individuals, corporations, municipalities, and institutions. Although we have customers throughout the United States, our
major geographic areas of concentration are in the Midwest and Mid-Atlantic regions, with a growing presence in the Northeast, Southeast, and
Western United States. No single client accounts for a material percentage of any segment of our business. Our inventory, which we believe is of
modest size and intended to turn over quickly, exists to facilitate order flow and support the investment strategies of our clients. Although we do
not engage in significant proprietary trading for our own account, the inventory of securities held to facilitate customer trades and our
market-making activities are sensitive to market movements. Furthermore, our balance sheet is highly liquid, without material holdings of
securities that are difficult to value or remarket, and the majority of customer assets we manage are held at third parties. We do not hold
sovereign debt of countries that are part of the European Union. We believe that our broad platform, fee-based revenues, and strong distribution
network position us well to take advantage of current trends within the financial services sector.

Recent Developments

On November 5, 2012, we and KBW, Inc., a Delaware corporation (�KBW�), entered into an Agreement and Plan of Merger (the �Merger
Agreement�). Subsequently, SFKBW One, Inc., a Delaware corporation and our direct, wholly owned subsidiary (�Merger Subsidiary�), and
SFKBW Two, LLC, a Delaware limited liability company and our direct, wholly owned subsidiary, which is disregarded from us (�Successor
Subsidiary�), acceded to the Merger Agreement and became parties thereto for all purposes set forth therein. Pursuant to the Merger Agreement,
Merger Subsidiary will merge with and into KBW, whereupon the separate existence of Merger Subsidiary will cease, and KBW will be the
surviving corporation (the �Merger�). The Merger Agreement further provides that immediately after the effectiveness of the Merger, KBW will
be merged with and into Successor Subsidiary, with Successor Subsidiary continuing as the surviving entity in such merger as our direct wholly
owned subsidiary.

Pursuant to the Merger Agreement, each outstanding share of KBW common stock (other than certain restricted shares) will be converted into
the right to receive cash consideration of $10.00 less the per share amount of any KBW cash dividends other than ordinary quarterly dividends
paid until December 31, 2012, and a portion of a share of our common stock equal to (i) $7.50 divided by (ii) the average volume weighted
average price per share of our common stock for the last ten trading days prior to the closing date (the �Exchange Ratio�), subject to withholding
of any applicable taxes and provided that such average of such volume weighted average stock prices for the purposes of such calculation cannot
be less than $29.00 per share nor greater than $35.00 per share. If the average of such volume weighted average stock prices for purposes of such
calculation is less than $29.00 per share or greater than $35.00 per share, the Exchange Ratio will be fixed at 0.2586 shares of our common stock
or 0.2143 shares of our common stock, respectively. On November 29, 2012, the KBW board of directors declared an extraordinary dividend of
$2.00 per share on KBW�s common stock, which was paid on December 17, 2012. Pursuant to the Merger Agreement, KBW may not declare
another extraordinary dividend prior to the Merger.

S-2
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The Exchange Ratio will be determined shortly before completion of the Merger. On December 17, 2012, the latest practicable date before the
date of this prospectus supplement, our common stock closed on the NYSE, at $31.18. The average of the daily volume weighted average
trading price per share of our common stock on the last ten trading days before December 17, 2012, was $30.41. If this was the volume weighted
average trading price per share of our common stock used to calculate the Exchange Ratio, the Exchange Ratio would be 0.2466, which would
result in total consideration of $15.50 (assuming the $2.00 extraordinary dividend declared on November 29, 2012 was paid prior to such
hypothetical closing date). The actual Exchange Ratio and, accordingly, the actual number of shares of our common stock issued in respect of
each share of KBW common stock in the Merger, may differ from this example and will not be known until the valuation period is complete.

The Merger is expected to close during the first quarter of 2013, subject to adoption of the Merger Agreement by KBW�s stockholders, early
termination or expiration of the waiting period under the Hart-Scott-Rodino Antitrust Improvements Act of 1976 (the �HSR Act�), the required
regulatory approvals having been obtained and being in full force and effect and other usual and customary closing conditions. On
November 23, 2012, the Federal Trade Commission granted early termination of the waiting period under the HSR Act.

Upon consummation of the Merger, our board of directors will be increased by two members and such newly-created vacancies will be filled by
two current directors of KBW, Thomas B. Michaud and an individual reasonably designated by KBW from among those individuals serving as
directors of KBW immediately prior to the consummation of the Merger, who will be �independent� as such term is applied under the corporate
governance standards of our board of directors.

S-3
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THE OFFERING

The summary below describes the principal terms of the notes. Some of the terms and conditions described below are subject to important
limitations and exceptions. See �Description of Notes� for a more detailed description of the terms and conditions of the notes. All capitalized
terms not defined herein have the meanings specified in �Description of Notes.�

Issuer Stifel Financial Corp., a Delaware corporation.

Notes Offered $150 million aggregate principal amount of 5.375% notes due 2022.

Offering Price 100% of the principal amount.

Maturity The notes will mature on December 31, 2022, unless redeemed prior to maturity.

Interest Rate and Payment Dates We will pay 5.375% interest per annum on the principal amount of the notes, payable
quarterly in arrears on January 15, April 15, July 15 and October 15 of each year,
commencing on April 15, 2013, and at maturity.

Ranking The notes will be our general unsecured senior obligations, will rank equally in right of
payment with all of our existing and future senior unsecured indebtedness and will be
senior to any other indebtedness expressly made subordinate to the notes. The notes will
be effectively subordinated in right of payment to all of our existing and future secured
obligations to the extent of the value of the assets securing such indebtedness. The notes
will be structurally subordinated to all existing and future indebtedness and liabilities of
our subsidiaries.

Optional Redemption We may redeem the notes, in whole or in part, on or after December 31, 2015 at our
option, at any time and from time to time, prior to maturity at a price equal to 100% of
their principal amount, plus accrued and unpaid interest to the date of redemption. See
�Description of Notes�Optional Redemption� for additional details.

Use of Proceeds We will use the net proceeds from this offering for general corporate purposes. For
additional information, see �Use of Proceeds.�

Further Issuances We may create and issue further notes ranking equally and ratably with the notes in all
respects, so that such further notes shall constitute and form a single series with the notes
and shall have the same terms as to status, redemption or otherwise as the notes.

Listing We intend to apply to list the notes on the NYSE. We expect trading in the notes to begin
within 30 days of December 21, 2012, the original issue date.
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Form and Denomination The notes will be issued in fully registered form in denominations of $25 and integral
multiples thereof.
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Trustee and Paying Agent U.S. Bank National Association.

Governing Law The indenture and the notes will be governed by the laws of the State of New York.

Conflicts of Interest Stifel, Nicolaus and Company, Incorporated (�Stifel Nicolaus�), our broker-dealer
subsidiary, is a member of the Financial Industry Regulatory Authority (�FINRA�) and will
participate in the distribution of the notes. Since we own more than 10% of the common
equity of Stifel Nicolaus, a �conflict of interest� exists for Stifel Nicolaus within the
meaning of FINRA Rule 5121(f)(5)(B). Additionally, Stifel Nicolaus and one or more of
its affiliates, as defined in FINRA Rule 5121, will have a conflict of interest as defined in
Rule 5121(f)(5)(c)(ii) due to the receipt of more than 5% of the net offering proceeds.
Accordingly, this offering will be conducted pursuant to Rule 5121. In accordance with
that rule, no �qualified independent underwriter� is required because the securities offered
are investment grade rated or are securities in the same series that have equal rights and
obligations as investment grade rated securities. To comply with Rule 5121, the
underwriters will not confirm sales of the securities to any account over which Stifel
Nicolaus exercises discretionary authority without the prior written approval of the
customer. See �Underwriting (Conflicts of Interest)�Conflicts of Interest.�

S-5
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RISK FACTORS

Before you invest in our notes, you should know that making such an investment involves significant risks, including the risks described below.
You should carefully consider the following information about these risks, together with the other information contained in this prospectus and
the information incorporated by reference, including risk factors contained in Part I, Item 1A of our Annual Report on Form 10-K for the year
ended December 31, 2011, before purchasing the notes offered pursuant to this prospectus supplement. The risks that we have highlighted here
are not the only ones that we face. For example, additional risks presently unknown to us or that we currently consider immaterial or unlikely to
occur could also impair our operations. If any of the risks actually occurs, our business, financial condition or results of operations could be
negatively affected.

Risks Relating to This Offering

Increased leverage as a result of this offering may harm our financial condition and results of operations.

As of September 30, 2012, our total long-term debt was approximately $262.8 million. As of September 30, 2012, we had approximately $97.9
million of consolidated secured, short-term indebtedness, all of which is held at our subsidiaries.

Our level of indebtedness could have important consequences to you, because:

� it could affect our ability to satisfy our financial obligations, including those relating to the notes;
� a substantial portion of our cash flows from operations will have to be dedicated to interest and principal payments and may not be

available for operations, working capital, capital expenditures, expansion, acquisitions or general corporate or other purposes;
� it may impair our ability to obtain additional financing in the future;
� it may limit our ability to refinance all or a portion of our indebtedness on or before maturity;
� it may limit our flexibility in planning for, or reacting to, changes in our business and industry; and
� it may make us more vulnerable to downturns in our business, our industry or the economy in general.

Our operations may not generate sufficient cash to enable us to service our debt. If we fail to make a payment on the notes, we could be in
default on the notes, and this default could cause us to be in default on our other outstanding indebtedness. Conversely, a default on our other
outstanding indebtedness may cause a default under the notes. In addition, we may incur additional indebtedness in the future, and, as a result,
the related risks that we now face, including those described above, could intensify. The indenture for the notes will not restrict our ability to
incur additional indebtedness.

The notes are our obligations and not obligations of our subsidiaries and will be effectively subordinated to the claims of our subsidiaries�
creditors.

The notes are exclusively our obligations and not those of our subsidiaries. We are a holding company and, accordingly, substantially all of our
operations are conducted through our subsidiaries. As a result, our cash flow and our ability to service our debt, including the notes, depend
upon the earnings of our subsidiaries. In addition, we depend on the distribution of earnings, loans or other payments by our subsidiaries to us.
Our subsidiaries are separate and distinct legal entities. Our subsidiaries have no obligation to pay any amounts due on the notes or to provide us
with funds to pay our obligations, whether by dividends, distributions, loans or other payments. In addition, any payment of dividends,
distributions, loans or advances by our subsidiaries to us would be subject to regulatory or contractual restrictions. Payments to us by our
subsidiaries also will be contingent upon our subsidiaries� earnings and business considerations.

Our right to receive any assets of any of our subsidiaries upon their liquidation or reorganization, and, therefore, the right of the holders of the
notes to participate in those assets, will be effectively subordinated to the claims of those subsidiaries� creditors, including senior and
subordinated debtholders and general trade creditors. As of September 30, 2012, we had approximately $97.9 million of consolidated secured,
short-term

S-6
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indebtedness, all of which is held at our subsidiaries. In the event of any such distribution of assets of Stifel Bank, the claims of depositors and
other general or subordinated creditors would be entitled to priority over the claims of holders of the notes. In addition, even if we were a
creditor of any of our subsidiaries, our rights as a creditor would be subordinate to any security interest in the assets of those subsidiaries and any
indebtedness of those subsidiaries senior to that held by us.

We have made only limited covenants in the indenture governing the notes, and these limited covenants may not protect your investment.

The indenture governing the notes does not:

� require us to maintain any financial ratios or specific levels of net worth, revenues, income, cash flows or liquidity and, accordingly, does
not protect holders of the notes in the event that we experience significant adverse changes in our financial condition or results of
operations;

� limit our subsidiaries� ability to incur indebtedness which would effectively rank senior to the notes;
� limit our ability to incur secured indebtedness or indebtedness that is equal in right of payment to the notes;
� restrict our subsidiaries� ability to issue securities that would be senior to the common stock of our subsidiaries held by us;
� restrict our ability to repurchase our securities;
� restrict our ability to pledge our assets or those of our subsidiaries; or
� restrict our ability to make investments or to pay dividends or make other payments in respect of our common stock or other securities

ranking junior to the notes.
Furthermore, the indenture for the notes contains only limited protections in the event of a change in control and does not require us to
repurchase the notes upon a change of control. We could engage in many types of transactions, such as acquisitions, refinancings or
recapitalizations, that could substantially affect our capital structure and the value of the notes. For these reasons, you should not consider the
covenants in the indenture or the repurchase features of the notes as a significant factor in evaluating whether to invest in the notes.

We may redeem the notes before maturity, and you may be unable to reinvest the proceeds at the same or a higher rate of return.

We may redeem all or a portion of the notes at any time after December 31, 2015. The redemption price will equal the principal amount being
redeemed, plus accrued and unpaid interest to the redemption date. See �Description of the Notes�Optional Redemption.� If a redemption does
occur, you may be unable to reinvest the money you receive in the redemption at a rate that is equal to or higher than the rate of return on the
notes.

If an active trading market does not develop for the notes, you may be unable to sell your notes or to sell your notes at a price that you deem
sufficient.

The notes are a new issue of securities for which there is currently no public market. Although we intend to apply to list the notes on the NYSE,
we cannot assure you that the notes will be approved for listing. The notes have not been approved for listing as of the date of this prospectus
supplement. We have been informed by the underwriters that they intend, but are not obligated, to make a market for the notes should the notes
not be approved for listing. If such a market were to develop, on the NYSE or otherwise, the notes could trade at prices which may be higher or
lower than the initial offering price depending on many factors independent of our creditworthiness, including, among other things:

� the time remaining to the maturity of the notes;
� their subordination to the existing and future liabilities of our company and our subsidiaries;
� the outstanding principal amount of the notes; and
� the level, direction and volatility of market interest rates generally.

S-7
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An adverse rating of the notes may cause their trading price to fall.

We expect that the notes will be rated, and a rating agency may assign a rating to the notes that is lower than the ratings assigned to our other
debt. A rating agency may also lower ratings on the notes in the future. If a rating agency assigns a lower-than-expected rating or reduces, or
indicates that it may reduce, its ratings in the future, the trading price of the notes could significantly decline.

Our credit rating may not reflect all risks of an investment in the notes and there is no protection in the indenture for holders of the notes in
the event of a ratings downgrade.

Our credit rating is an assessment by a rating agency of our ability to pay our debts when due. Consequently, real or anticipated changes in our
credit rating will generally affect the market value of the notes. The credit rating may not reflect the potential impact of risks relating to structure
or marketing of the notes. A credit rating is not a recommendation to buy, sell or hold any security, and may be revised or withdrawn at any time
by the issuing organization in its sole discretion. Neither we nor any underwriter undertakes any obligation to maintain the ratings or to advise
holders of notes of any change in ratings. A credit rating by one agency should be evaluated independently of the credit ratings assigned by other
agencies.

Our results of operations may be adversely affected by conditions in the global financial markets and economic downturn.

We are engaged in various financial services businesses. As such, we are generally affected by domestic and international macroeconomic and
political conditions, including levels of economic output, interest and inflation rates, employment levels, consumer confidence levels, and fiscal
and monetary policy. These conditions may directly and indirectly impact a number of factors in the global financial markets that may be
detrimental to our operating results, including the levels of trading, investing, and origination activity in the securities markets, security
valuations, and the absolute and relative level and volatility of interest rates.

During the last five years we have experienced operating cycles during generally weak and uncertain U.S. and global economic conditions,
including lower levels of economic output, artificially maintained levels of historically low interest rates, high rates of unemployment, and
significant uncertainty with regards to fiscal and monetary policy both domestically and abroad. These conditions have led to several factors in
the global financial markets that have negatively impacted our net revenue and profitability. While select factors indicate signs of improvement,
significant uncertainty remains. A period of sustained downturns and/or volatility in the securities markets, further reductions to the general level
of short term interest rates, a return to increased dislocations in the credit markets, and other negative market factors may significantly impair
our revenues and profitability. We may experience a decline in commission revenue from a lower volume of trades we execute for our clients, a
decline in fees from reduced portfolio values of securities managed on behalf of our clients, a reduction in revenue from the number and size of
transactions in which we provide underwriting, financial advisory and other services, losses sustained from our customers and market
participants failure to fulfill their settlement obligations, reduced net interest earnings, and other losses. These periods of reduced revenue and
other losses may be accompanied by periods of reduced profitability because certain of our expenses, including, but not limited to, our interest
expense on debt, rent and facilities and salary expenses, are fixed and, our ability to reduce them over short periods of time is limited.

In August 2011, the credit rating agency Standard & Poor�s (�S&P�) lowered its long term sovereign credit rating on the U.S. from AAA to AA+,
while maintaining a negative outlook. The downgrade reflected S&P�s view that an August 2011 agreement of U.S. lawmakers regarding the debt
ceiling fell short of what would be necessary to stabilize the U.S. government�s medium term debt dynamics. The two other major credit rating
agencies did not downgrade their previously issued U.S. sovereign credit ratings. The current uncertainty over the U.S. fiscal policy, commonly
referred to as the �fiscal cliff,� and the resulting tax increases and spending cuts in the U.S. in 2013 could lead to future or further downgrades of
the U.S. sovereign credit rating by one or more of the major credit rating agencies. We have specific concerns relating to such downgrades,
which could have material adverse impacts on financial markets and economic conditions in the U.S. and throughout the
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world and, in turn, could have a material adverse effect on our business, financial condition and liquidity. Because of the unprecedented nature
of any negative credit rating actions with respect to U.S. government obligations, the ultimate impacts on global markets and our business,
financial condition and liquidity are unpredictable and may not be immediately apparent.

Additionally, the negative impact on economic conditions and global markets from further European Union�s (�EU�) sovereign debt matters could
adversely affect our business, financial condition and liquidity. Concerns about the EU sovereign debt have caused uncertainty and disruption
for financial markets globally, and continued uncertainties loom over the outcome of the EU�s financial support programs and the possibility that
other EU member states may experience similar financial troubles.

Our businesses and earnings are affected by the fiscal and other policies adopted by various regulatory authorities of the U.S., non-U.S.
governments and international agencies. The Board of Governors of the Federal Reserve System regulates the supply of money and credit in the
U.S. The federal policies determine in large part the cost of funds for lending and investing and the return earned on those loans and
investments. The market impact from such policies can also materially decrease the value of certain of our financial assets, most notably debt
securities. Changes in the federal policies are beyond our control and, consequently, the impact of these changes on our activities and results of
our operations is difficult to predict.

U.S. state and local governments also continue to struggle with budget pressures caused by the recent recession, and concerns regarding
municipal issuer credit quality, which may be exacerbated by federal spending cuts that could occur as a result of or in connection with the fiscal
cliff. If these trends continue, investor concerns could potentially reduce the number and size of transactions in which we participate and in turn
reduce investment banking revenues. The number and size of transactions in which we participate may also be negatively impacted by tax
increases as a result of or in connection with the fiscal cliff.

In addition, in certain transactions, we are required to post collateral to secure our obligations to our counterparties. In the event of a bankruptcy
or insolvency proceeding involving such counterparties, we may experience delays in recovering our assets posted as collateral or may incur a
loss to the extent that a counterparty was holding collateral in excess of our obligation to such counterparty. There is no assurance that any such
losses would not materially and adversely affect our business, financial condition, and results of operations.

We are subject to risks of legal proceedings, which may result in significant losses to us that we cannot recover. Claimants in these
proceedings may be customers, employees, or regulatory agencies, among others, seeking damages for mistakes, errors, negligence or acts of
fraud by our employees.

Many aspects of our business subject us to substantial risks of potential liability to customers and to regulatory enforcement proceedings by state
and federal regulators. Participants in the financial services industry face an increasing amount of litigation and arbitration proceedings.
Dissatisfied clients regularly make claims against broker-dealers and their employees for, among others, negligence, fraud, unauthorized trading,
suitability, churning, failure to supervise, breach of fiduciary duty, employee errors, intentional misconduct, unauthorized transactions by
financial advisors or traders, improper recruiting activity and failures in the processing of securities transactions. These types of claims expose
us to the risk of significant loss. Acts of fraud are difficult to detect and deter, and while we believe our supervisory procedures are reasonably
designed to detect and prevent violations of applicable laws, rules and regulations, we cannot assure investors that our risk management
procedures and controls will prevent losses from fraudulent activity. In our role as underwriter and selling agent, we may be liable if there are
material misstatements or omissions of material information in prospectuses and other communications regarding underwritten offerings of
securities. At any point in time, the aggregate amount of existing claims against us could be material.

We were named in a civil lawsuit filed in Wisconsin state court in September 2008 against our company, Stifel Nicolaus, Royal Bank of Canada
Europe Ltd. (�RBC�) and certain other RBC entities. The action, and the Securities and Exchange Commission (the �SEC�) action described below,
arises out of our role in investments
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made by five Southeastern Wisconsin school districts (the �school districts�) in transactions involving collateralized debt obligations (�CDOs�). The
school districts each formed trusts that made an aggregate of $200 million of investments in CDOs designed to address their other
post-employment benefit (�OPEB�) liabilities, and we refer to these trusts as the �OPEB trusts�. The RBC entities structured and served as �arranger�
for the CDOs, and we served as the placement agent/broker in connection with the transactions. As we previously disclosed, we entered into a
settlement of this lawsuit in March 2012. The settlement provides the potential for the plaintiffs to obtain significant additional damages from
the RBC entities. The school districts are continuing their lawsuit against RBC, and we are pursuing claims against the RBC entities to recover
payments we have made to the school districts and for amounts owed to the OPEB trusts. Subsequent to the settlement, RBC asserted claims
against the school districts, and our company for fraud, negligent misrepresentation, strict liability misrepresentation and information negligently
provided for the guidance of others based upon our role in connection with the school districts� purchase of the CDOs. RBC has also asserted
claims against our company for civil conspiracy and conspiracy to injure in business based upon our company�s settlement with the school
districts and pursuit of claims against the RBC entities.

In addition, the SEC filed a civil lawsuit against us in Wisconsin federal district court in August 2011 relating to our role in the above
transactions. The SEC has asserted claims under both the Securities Act and the Exchange Act, including Rule 10b-5 of the Exchange Act,
alleging both misrepresentations and omissions in connection with the sale of the CDOs to the school districts, as well as the allegedly
unsuitable nature of the CDOs. On October 31, 2011, we filed a motion to dismiss the action for failure to state a claim. The federal district court
granted in part and denied in part our motion to dismiss. As to those portions of the motion that were granted, the SEC was granted leave to
replead, which it has since done by filing an amended complaint.

Although we believe we have meritorious defenses to claims asserted in the SEC�s lawsuit and to the cross-claim filed against us by RBC, and
that we have established adequate reserves for losses in these matters, we may be unsuccessful in those defenses (and we may be unsuccessful in
our cross-claim against RBC) and the claims could result in losses in excess of our reserves that may be material.

On April 28, 2010, FINRA commenced an administrative proceeding against Thomas Weisel Partners LLC (�TWP�), which company we acquired
effective July 1, 2010, involving a transaction allegedly undertaken by a former employee in which approximately $15.7 million of ARS were
sold from a TWP account to the accounts of three customers. FINRA alleged that TWP violated various NASD and FINRA rules, as well as
Section 10(b) of the Exchange Act and Rule 10b-5 promulgated thereunder. TWP�s answer denied the substantive allegations and asserted
various affirmative defenses. TWP repurchased the ARS at issue from the customers at par. FINRA sought fines and other relief against TWP
and the former employee.

On November 8, 2011, a FINRA hearing panel fined TWP $0.2 million for not having adequate supervisory procedures governing principal
transactions in violation of NASD rules and ordered TWP to pay certain administrative fees and costs. The FINRA hearing panel dismissed all
other charges against TWP and the former employee. On July 25, 2012, the National Adjudicatory Council considered FINRA�s appeal of the
FINRA hearing panel�s decision, which has not yet been determined.

On January 16, 2012, our company and Stifel Nicolaus were named as defendants in a suit filed in Wisconsin state court with respect to Stifel
Nicolaus� role as initial purchaser in a $50.0 million bond offering under Rule 144A in January 2008. The bonds were issued by the Lake of the
Torches Economic Development Corporation (�EDC�) in connection with certain new financing for the construction of a proposed new casino, as
well as refinancing of indebtedness involving Lac Du Flambeau Band of Lake Superior Chippewa Indians (the �Tribe�), who are also defendants
in the action, together with Godfrey & Kahn, S.C. (�G&K�), who served as both issuer�s counsel and bond counsel in the transaction. In an action
in federal court in Wisconsin related to the transaction, EDC was successful in asserting before the district court that the underlying bond
indenture was void as an unapproved �management contract� under National Indian Gaming Commission regulations, and that accordingly the
Tribe�s waiver of sovereign immunity contained in the indenture was void. The United States Court of Appeals for the Seventh Circuit
subsequently affirmed that the indenture was void and remanded the case back to the district court for further proceedings. Thereafter, a new
federal action was
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commenced regarding, among other things, the validity of the bond documents other than the bond indenture. Our company and Stifel Nicolaus
are defendants in this new federal action.

Saybrook Tax Exempt Investors LLC, a qualified institutional buyer and the sole bondholder through its special purpose vehicle LDF
Acquisition LLC (collectively, �Saybrook�), and Wells Fargo Bank, NA, indenture trustee for the bonds (collectively, �plaintiffs�), brought the
above-referenced Wisconsin state court suit against EDC, our company and G&K, based on alleged misrepresentations about the enforceability
of the indenture and the bonds and the waiver of sovereign immunity. The parties have agreed to stay the state court action until the federal court
rules on whether it has jurisdiction over the new federal action. Saybrook is the plaintiff in the new federal action and in the state court action.
The plaintiffs allege that G&K represented in various legal opinions issued in the transaction, as well as in other documents associated with the
transaction, that (i) the bonds and indenture were legally enforceable obligations of EDC and (ii) EDC�s waivers of sovereign immunity were
valid. The claims asserted against us are for alleged breaches of implied warranties of validity and title, securities fraud and statutory
misrepresentation under Wisconsin state law, intentional and negligent misrepresentations relating to the validity of the bond documents and the
Tribe�s waiver of its sovereign immunity. To the extent EDC does not fully perform its obligations to Saybrook pursuant to the bonds, the
plaintiffs seek a judgment for rescission, restitutionary damages, including the amounts paid by the plaintiffs for the bonds, and costs;
alternatively, the plaintiffs seek to recover damages, costs and attorneys� fees from us. On May 2, 2012, we filed a motion to dismiss all of the
claims alleged against our company and Stifel Nicolaus in the new federal court action. The case is currently stayed while the federal court
considers whether it has jurisdiction over the lawsuit. If the federal court determines it does not have jurisdiction, claims will continue to be
litigated in the Wisconsin state court action. While there can be no assurance that we will be successful, we believe we have meritorious legal
and factual defenses to the matter, and we intend to vigorously defend the claims but there can be no assurance that we will be successful.

On December 13, 2012, Stifel Nicolaus was named as a defendant in a suit filed in Lac Courte Oreilles Tribal Court in Wisconsin by the Lac
Courte Oreilles Band of Lake Superior Chippewa Indians of Wisconsin (the �Oreilles Band�). The lawsuit relates to the alleged actions of Stifel
Nicolaus, including by and through a former employee, in public finance transactions in 2003 and 2006. The lawsuit accuses Stifel of breaching
alleged fiduciary duties by failing to disclose or concealing certain facts relating to the purchase by Stifel Nicolaus of approximately $31.3
million of bonds issued by the Oreilles Band which were used to, among other things, refund and repurchase various bonds issued by the
Oreilles Band in 2003. We are in the early stages of analyzing the underlying facts and the legal claims asserted in the lawsuit. We believe
meritorious legal and factual defenses exist and intend to defend the claims vigorously.

While we do not expect the outcome of any existing claims against us to have a material adverse impact on our business, financial condition or
results of operations, we cannot assure you that these types of proceedings will not materially and adversely affect our company. We do not
carry insurance that would cover payments regarding these liabilities, except for insurance against certain fraudulent acts of our employees. In
addition, our bylaws provide for the indemnification of our officers, directors and employees to the maximum extent permitted under Delaware
law. In the future, we may be the subject of indemnification assertions under these documents by our officers, directors or employees who have
or may become defendants in litigation. These claims for indemnification may subject us to substantial risks of potential liability.

Risks Relating to the Merger

We may grow through future acquisitions, which could adversely affect our results of operations or result in dilution of our common
stockholders.

During the past several years, we have explored opportunities to acquire financial services companies and financial assets and enter into strategic
partnerships as part of our growth strategy. For example, as described under �Summary�Recent Developments,� we announced the KBW
acquisition in November 2012. We continue to evaluate and anticipate engaging in additional strategic partnerships and selected acquisitions of
financial institutions and other financial assets.
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Any acquisitions we undertake will entail certain risks, which may materially and adversely affect our results of operations. These risks include
the risk that we may incorrectly assess the asset quality and value of the particular assets or institutions we acquire and we may be unable to
profitably deploy any assets we acquire in an acquisition. Our acquisitions also may involve our entry into new businesses and new markets
which present risks resulting from our relative inexperience in these new areas or these new businesses. These new businesses could change the
overall character of our consolidated portfolio of businesses and could react differently to economic and other external factors. We face the risk
that we will not be successful in these new businesses or in these new markets. We also cannot assure you that we will identify or acquire
suitable financial assets or institutions to supplement our organic growth through acquisitions or strategic partnerships.

Any future acquisitions may be subject to regulatory approval, which will require review of our resulting financial condition, our ability to
manage our resulting size, competitive considerations and our service to the community. We cannot assure you that we will receive regulatory
approval.

We may issue debt in connection with future acquisitions, including in public offerings to fund such acquisitions or to provide adequate capital
for the additional assets acquired. Issuances of our debt, whether as consideration for such acquisitions or to raise necessary funds or capital,
may have an adverse effect on our ability to service prior indebtedness, including the indebtedness represented by the notes offered hereby.

The business of the combined company may be subject to different factors from those that affect our current business.

Our businesses differ from those of KBW in certain respects and, accordingly, the results of operations of the combined company following the
Merger may be affected by factors different from those currently affecting the independent results of operations of our company and KBW. For
a discussion of the businesses of our company and KBW and of certain factors to consider in connection with those businesses, see the
documents incorporated by reference into this prospectus supplement referred to under �Where You Can Find More Information� beginning on
page S-51.

We and KBW may experience difficulties, unexpected costs and delays in integrating our businesses, business models and cultures and the
combined company may not realize synergies, efficiencies or cost savings from the Merger.

We and KBW have operated and, until the Merger is completed, will continue to operate, independently. The success of the combined company
following the completion of the Merger may depend in large part on the ability to integrate the two companies� businesses, business models and
cultures. In particular, investment banking businesses such as KBW�s and Stifel�s depend to a large degree on the efforts and performance of
individual employees whose efforts and performance may be affected by any difficulties in the integration of the businesses. In the process of
integrating our company and KBW, we may experience difficulties, unanticipated costs and delays. The challenges involved in the integration
may include:

� the necessity of addressing possible differences in corporate cultures and management philosophies;
� retaining personnel from different companies and integrating them into a new business culture while maintaining their focus on providing

consistent, high-quality client service;
� integrating information technology systems and resources;
� integrating accounting systems and adjusting internal controls to cover KBW�s operations;
� unforeseen expenses or delays associated with the transaction;
� performance shortfalls at one or both of the companies as a result of the diversion of management�s attention to the transaction; and
� meeting the expectations of clients with respect to the integration.

The integration of certain operations following the transaction will take time and will require the dedication of significant management
resources, which may temporarily distract management�s attention from the ongoing businesses of the combined company. Employee uncertainty
and lack of focus during the integration process may also disrupt the businesses of the combined company.
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It is possible that the integration process could result in the loss of key employees, diversion of each company�s management�s attention, the
disruption or interruption of, or the loss of momentum in, each company�s ongoing business or inconsistencies in standards, controls, procedures
and policies, any of which could adversely affect the combined company�s ability to maintain relationships with clients and employees or the
ability to achieve the anticipated benefits of the transaction, or could otherwise adversely affect the business and financial results of the
combined company. In addition, the integration process may strain the combined company�s financial and managerial controls and reporting
systems and procedures. This may result in the diversion of management and financial resources from the combined company�s core business
objectives.

Even if we and KBW are able to integrate such businesses and operations successfully, there can be no assurance that this integration will result
in any synergies, efficiencies or cost savings or that any of these benefits will be achieved within a specific time frame. Any of these factors
could adversely affect the combined company�s business and results of operations.

If we are unable to integrate KBW personnel successfully or retain key KBW or our personnel after the Merger is completed, the combined
company�s business may suffer.

Our ability to obtain and successfully execute our business depends upon the personal reputation, judgment, business generation capabilities and
project execution skills of our and KBW�s senior professionals. Any management disruption or difficulties in integrating our and KBW�s
professionals could result in a loss of clients and customers or revenues from clients and customers and could significantly affect the combined
company�s business and results of operations.

The success of the Merger will depend in part on our ability to retain the talents and dedication of the professionals currently employed by us
and KBW. It is possible that these employees might decide not to remain with us or KBW while we and KBW work to complete the Merger or
with us after the Merger is completed. If key employees terminate their employment, or insufficient numbers of employees are retained to
maintain effective operations, the combined company�s business activities might be adversely affected, management�s attention might be diverted
from successfully integrating KBW�s operations to hiring suitable replacements, and the combined company�s business might suffer. In addition,
we and KBW might not be able to locate suitable replacements for any key employees that leave either company or offer employment to
potential replacements on reasonable terms.

This offering is not conditioned upon the closing of the Merger, and we cannot assure you that the Merger will be completed, or that it will
not be subject to conditions that we do not currently anticipate.

This offering is not conditioned on the closing of the Merger, and we cannot assure you that the KBW acquisition will be completed. The
Merger is subject to conditions to closing as set forth in the Merger Agreement, including obtaining the requisite KBW stockholder approval. If
any of the conditions to the transaction are not satisfied or, where permissible, not waived, the Merger will not be consummated. Any delay in
the consummation of the Merger or any uncertainty about the consummation of the Merger may adversely affect the future businesses, growth,
revenue and results of operations of Stifel, KBW or the combined company.

The transaction is subject to several U.S., and foreign regulatory or self regulatory organization applications and approvals. Any required
regulatory approvals may not be received, or may be received later than anticipated. Regulatory approvals that are received may impose
restrictions or conditions that restrict the combined company�s activities or otherwise adversely affect the combined company�s business and
results of operations.

The pro forma financial statements are presented for illustrative purposes only and may not be an indication of the combined company�s
financial condition or results of operations following the Merger.

The pro forma financial statements contained in this prospectus supplement are presented for illustrative purposes only and may not be an
indication of the combined company�s financial condition or results of
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operations following the Merger for several reasons. For example, the pro forma financial statements have been derived from the historical
financial statements of our company and KBW and certain adjustments and assumptions have been made regarding the combined company after
giving effect to the Merger. The information upon which these adjustments and assumptions have been made is preliminary, and these kinds of
adjustments and assumptions are difficult to make with complete accuracy. Moreover, the pro forma financial statements do not reflect all costs
that are expected to be incurred by the combined company in connection with the transaction. For example, the impact of any incremental costs
incurred in integrating the two companies is not reflected in the pro forma financial statements. As a result, the actual financial condition and
results of operations of the combined company following the transaction may not be consistent with, or evident from, these pro forma financial
statements.

In addition, the assumptions used in preparing the pro forma financial information may not prove to be accurate, and other factors may affect the
combined company�s financial condition or results of operations following the transaction. Any potential decline in the combined company�s
financial condition or results of operations may adversely affect our ability to service our indebtedness, including the indebtedness represented
by the notes offered hereby. See the section entitled �Unaudited Pro Forma Condensed Combined Financial Statements� beginning on page S-19.

We expect to incur significant costs associated with the Merger.

We estimate that we will incur direct transaction costs of approximately $1.5 million associated with the Merger. In addition, KBW estimates
that it will incur direct transaction costs of approximately $24.6 million which will be recognized as expenses as incurred. We believe the
combined entity may incur charges to operations, which are not currently reasonably estimable, in the quarter in which the Merger is completed
or the following quarters, to reflect costs associated with integrating the two companies. There can be no assurance that the combined company
will not incur additional material charges in subsequent quarters to reflect additional costs associated with the Merger and the integration of the
two companies. Although we expect that the elimination of duplicative costs, as well as the realization of other efficiencies related to the
integration of the businesses, should allow us to offset incremental transaction and merger�related costs over time, this net benefit may not be
achieved in the near term, or at all.
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STIFEL FINANCIAL CORP. SELECTED HISTORICAL FINANCIAL INFORMATION

The summary historical financial information is derived from our audited consolidated financial statements as of December 31, 2011 and 2010
and for the years ended December 31, 2011, 2010 and 2009, which are incorporated by reference into this prospectus supplement, and our
audited financial statements as of December 31, 2009, 2008 and 2007 and for the years ended December 31, 2008 and 2007, which are not
incorporated by reference into this prospectus supplement. The summary historical financial information for the nine months ended
September 30, 2012 and 2011, and the historical balance sheet data as of September 30, 2012, have been derived from our unaudited condensed
consolidated financial statements incorporated by reference into this prospectus supplement and should be read in conjunction with those
unaudited consolidated financial statements and notes thereto. The share and per share information has been adjusted to reflect the three-for-two
stock split effective April 5, 2011, in the form of a stock dividend to shareholders of record as of March 22, 2011. In the opinion of management,
the interim financial information provided herein reflects all adjustments (consisting of normal and recurring adjustments) necessary for a fair
statement of the data for the periods presented. Interim results are not necessarily indicative of the results to be expected for the entire fiscal
year.

When you read this historical consolidated financial information, it is important that you also read the historical consolidated financial
statements and related notes, as well as the section entitled �Management�s Discussion and Analysis of Financial Condition and Results of
Operations,� each included in our Annual Report on Form 10-K for the year ended December 31, 2011, and the unaudited consolidated financial
statements and related notes, as well as the section entitled �Management�s Discussion and Analysis of Financial Condition and Results of
Operations,� each included in our Quarterly Report on Form 10-Q for the quarterly period ended September 30, 2012, which are incorporated by
reference into this prospectus supplement and the accompanying prospectus. See �Where You Can Find Additional Information.�

Nine Months Ended
September 30, Year Ended December 31,

(In thousands, except per share
amounts) 2012 2011 2011 2010 2009 2008 2007
Revenues:
Commissions $ 378,696 $ 437,344 $ 561,081 $ 445,260 $ 345,520 $ 341,090 $ 315,514
Principal transactions 310,776 249,250 343,213 453,533 458,188 293,285 139,248
Asset management and service fees 189,010 172,914 228,834 193,159 117,357 122,773 101,610
Investment banking 210,739 143,509 199,584 218,104 125,807 83,710 169,413
Interest 79,744 64,246 89,466 65,326 46,860 50,148 59,071
Other income/(loss) 50,634 11,352 19,731 19,855 9,138 (2,159) 8,234

Total revenues 1,219,599 1,078,615 1,441,909 1,395,237 1,102,870 888,847 793,090
Interest expense 24,779 18,931 25,347 13,211 12,234 18,510 30,025

Net revenues 1,194,820 1,059,684 1,416,562 1,382,026 1,090,636 870,337 763,065

Non-interest expenses:
Compensation and benefits 761,730 671,678 900,421 1,056,202 718,115 582,778 543,021
Occupancy and equipment rental 96,172 89,962 121,929 115,742 89,741 67,984 57,796
Communications and office supplies 61,146 56,198 75,589 69,929 54,745 45,621 42,355
Commissions and floor brokerage 23,390 20,943 27,040 26,301 23,416 13,287 9,921
Other operating expenses 87,577 127,321 152,975 114,081 84,205 68,898 56,126
Total non-interest expenses 1,030,015 966,102 1,277,954 1,382,255 970,222 778,568 709,219
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Nine Months Ended
September 30, Year Ended December 31,

(In thousands, except per share
amounts) 2012 2011 2011 2010 2009 2008 2007
Income before income tax expense 164,805 93,582 138,608 (229) 120,414 91,769 53,846
Provision for income taxes/(benefit) 66,186 36,464 54,474 (2,136) 44,616 36,267 21,676

Net income $ 98,619 $ 57,118 $ 84,134 $ 1,907 $ 75,798 $ 55,502 $ 32,170

Earnings per common share:
Basic $ 1.84 $ 1.09 $ 1.61 $ 0.04 $ 1.79 $ 1.54 $ 0.99
Diluted $ 1.57 $ 0.90 $ 1.33 $ 0.03 $ 1.56 $ 1.32 $ 0.83
Weighted average number of common
shares outstanding:
Basic 53,471 52,610 52,418 48,723 42,445 36,103 32,631
Diluted 62,817 63,174 63,058 57,672 48,441 42,109 38,584
Financial Condition
Total assets $ 6,139,530 $ 4,942,364 $ 4,951,900 $ 4,213,115 $ 3,167,356 $ 1,558,145 $ 1,499,440
Long-term obligations $ 262,818 $ 89,457 $ 89,457 $ 90,741 $ 101,979 $ 106,860 $ 124,242
Shareholders� equity $ 1,427,124 $ 1,261,751 $ 1,302,105 $ 1,253,883 $ 873,446 $ 593,185 $ 424,637

RETROACTIVE PRESENTATION FOR STIFEL FINANCIAL CORP. CHANGE IN ACCOUNTING PRINCIPLE

During the first quarter of 2012, we adopted the accounting standard regarding the presentation of comprehensive income. This standard was
issued to increase the prominence of items reported in other comprehensive income. The standard does not change the items that must be
reported in other comprehensive income, when an item of other comprehensive income must be reclassified to net income, the requirement to
disclose the tax effect for each component of other comprehensive income or how earnings per share is calculated or presented. The adoption of
this standard in the first quarter of 2012 impacted our financial statement presentation only. The following presents the retroactive presentation
of the accounting standard regarding the presentation of comprehensive income for the nine months ended September 30, 2011 and 2010 the
years ended December 31, 2011, 2010 and 2009:

Nine Months Ended
September 30, Year Ended December 31,

(In thousands) 2012 2011 2011 2010 2009
Statement of Comprehensive Income:
Net income $ 98,619 $ 57,118 $ 84,134 $ 1,907 $ 75,798
Other comprehensive income/(loss):
Unrealized gains on available-for-sale securities, net of tax 12,714 3,245 2,103 3,132 7,517
Unrealized (losses)/gains in cash flow hedging instruments, net of tax 1,492 (10,105) (9,615) (5,793) 80
Foreign currency translation adjustment, net of tax 1,439 (1,277) (807) 1,740 �

15,645 (8,137) (8,319) (921) 7,597

Comprehensive income $ 114,264 $ 48,981 $ 75,815 $ 986 $ 83,395

S-16

Edgar Filing: STIFEL FINANCIAL CORP - Form 424B2

Table of Contents 23



Table of Contents

KBW, INC. SELECTED HISTORICAL FINANCIAL INFORMATION

The following KBW selected consolidated financial data is provided to aid your analysis of the financial aspects of the Merger. The information
set forth below is only a summary and is not necessarily indicative of the results of future operations of KBW or the combined company. When
you read this historical consolidated financial data, it is important that you also read KBW�s historical consolidated financial statements and
related notes, as well as the section entitled �Management�s Discussion and Analysis of Financial Condition and Results of Operations�, each
included in KBW�s Annual Report on Form 10-K for the year ended December 31, 2011, and the unaudited consolidated financial statements and
related notes, as well as the section entitled �Management�s Discussion and Analysis of Financial Condition and Results of Operations,� each
included in KBW�s Quarterly Report on Form 10-Q for the quarterly period ended September 30, 2012, which are incorporated by reference into
this prospectus supplement. See �Where You Can Find Additional Information.�

The summary historical financial information is derived from KBW�s audited consolidated financial statements as of December 31, 2011 and
2010 and for the years ended December 31, 2011, 2010 and 2009, which are incorporated by reference into this prospectus supplement, and
KBW�s audited financial statements as of December 31, 2009, 2008 and 2007 and for the years ended December 31, 2008 and 2007, which are
not incorporated by reference into this prospectus supplement. The summary historical financial information for the nine months ended
September 30, 2012 and 2011, and the historical balance sheet data as of September 30, 2012, have been derived from KBW�s unaudited
condensed consolidated financial statements incorporated by reference into this prospectus supplement and should be read in conjunction with
those unaudited consolidated financial statements and notes thereto. In the opinion of KBW�s management, the interim financial information
provided herein reflects all adjustments (consisting of normal and recurring adjustments) necessary for a fair statement of the data for the periods
presented. Interim results are not necessarily indicative of the results to be expected for the entire fiscal year.

Nine Months Ended
September 30, Year Ended December 31,

(In thousands, except per share amounts) 2012 2011 2011 2010 2009 2008 2007
Revenues:
Investment banking $ 73,624 $ 84,923 $ 98,739 $ 208,913 $ 160,450 $ 163,664 $ 226,464
Commissions 74,860 101,726 128,069 133,560 142,015 192,752 165,803
Principal transactions, net 17,613 9,375 21,403 53,964 63,611 (142,962) (7,520)
Interest and dividend income 7,264 8,383 10,068 13,125 10,524 24,687 37,612
Investment advisory fees � � 1,009 3,194 2,826 1,197 1,751
Other 1,868 5,199 5,223 13,101 7,728 2,879 3,418

Total revenues 175,229 209,606 264,511 425,857 387,154 242,217 427,528

Expenses:
Compensation and benefits 117,404 138,778 183,367 263,633 236,159 226,311 257,070
Occupancy and equipment 14,332 17,081 22,707 22,460 21,639 19,831 18,722
Communications and data processing 22,303 26,676 35,089 32,365 28,464 27,743 24,283
Brokerage and clearing 7,879 14,876 16,054 17,747 17,203 24,244 22,967
Business development 10,128 14,405 17,705 16,529 14,328 16,115 16,601
Professional services 5,862 10,932 13,743 15,425 15,410 14,210 11,987
Interest 493 849 1,017 1,104 1,151 4,603 14,732
Restructuring charges 6,285 1,783 14,952 � � � �
Other operating expenses 5,778 8,519 10,952 11,509 9,942 11,165 11,761

Total expenses 190,464 233,899 315,586 380,772 344,296 344,222 378,123

(Loss)/income before income taxes (15,235) (24,293) (51,075) 45,085 42,858 (102,005) 49,405
Income tax (benefit)/expense (5,093) (8,957) (19,409) 18,457 19,251 (39,656) 22,113

Net (loss)/income $ (10,142) $ (15,336) $ (31,666) $ 26,628 $ 23,607 $ (62,349) $ 27,292
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Nine Months Ended
September 30, Year Ended December 31,

(In thousands, except per share amounts) 2012 2011 2011 2010 2009 2008 2007
Earnings per share:
Basic $ (0.36) $ (0.49) $ (1.02) $ 0.71 $ 0.66 $ (2.02) $ 0.81
Diluted $ (0.36) $ (0.49) $ (1.02) $ 0.71 $ 0.66 $ (2.02) $ 0.81
Dividends declared per common share $ 0.15 $ 0.15 $ 0.20 $ 1.10 $ � $ � $ �
Weighted average number of common shares
outstanding:
Basic 30,339 32,312 31,698 32,429 31,448 30,838 30,654
Diluted 30,339 32,312 31,698 32,429 31,448 30,838 30,654
Consolidated Statements of Financial Condition
Data:
Total assets $ 489,197 $ 512,360 $ 519,099 $ 699,657 $ 631,368 $ 571,466 $ 864,450
Shareholders� equity $ 381,176 $ 399,134 $ 383,153 $ 458,117 $ 449,069 $ 396,731 $ 448,426
Other Data (Unaudited):
Book value per common share $ 12.63 $ 13.67 $ 13.27 $ 14.45 $ 14.60 $ 13.30 $ 15.31

RETROACTIVE PRESENTATION FOR KBW, INC. CHANGE IN ACCOUNTING PRINCIPLE

During the first quarter of 2012, KBW adopted the accounting standard regarding the presentation of comprehensive income. This standard was
issued to increase the prominence of items reported in other comprehensive income. The adoption of this standard in the first quarter of 2012
impacted KBW�s financial statement presentation only. The following presents the retroactive presentation of the accounting standard regarding
the presentation of comprehensive income for the nine months ended September 30, 2011 and 2010 the years ended December 31, 2011, 2010
and 2009:

Nine Months Ended
September 30, Year Ended December 31,

(In thousands) 2012 2011 2011 2010 2009
Statement of Comprehensive Income:
Net (loss) / income $ (10,142) $ (15,336) $ (31,666) $ 26,628 $ 23,607
Currency translation adjustments 1,249 (152) (211) (1,329) 3,556

Total other comprehensive (loss) / income 1,249 (152) (211) (1,329) 3,556

Comprehensive (loss) / income $ (8,893) $ (15,488) $ (31,877) $ 25,299 $ 27,163
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UNAUDITED PRO FORMA CONDENSED COMBINED FINANCIAL INFORMATION

The unaudited pro forma condensed combined financial statements are based on the historical financial statements of Stifel and KBW, combined
and adjusted to give effect to the Merger as if it had occurred on the first day of the earliest period presented. The unaudited pro forma
condensed combined statement of financial condition presents Stifel�s historical financial position combined with KBW as if the Merger had
occurred on September 30, 2012. The unaudited pro forma condensed combined statements of operations presents the results of Stifel�s
operations combined with KBW as if the Merger had occurred on January 1, 2011. Such information includes certain adjustments as described
in Note 6 to these unaudited pro forma condensed combined financial statements. Such information does not include the impacts of any revenue,
cost or other operating synergies that may result from the Merger.

The historical consolidated financial information has been adjusted in the unaudited pro forma condensed combined financial statements to give
effect to pro forma events that are (1) directly attributable to the Merger, (2) factually supportable, and (3) with respect to the statements of
operations, expected to have a continuing impact on the combined results.

The following unaudited pro forma condensed combined financial information is derived from the historical financial statements of Stifel and
KBW and has been prepared to illustrate the effects of the Merger. The unaudited pro forma condensed combined financial statements have been
prepared by management for illustrative purposes only and are not necessarily indicative of the combined financial position or results of
operations in future periods or the results that actually would have been realized had Stifel and KBW been a combined company during the
specified periods. In addition, the unaudited pro forma condensed combined financial information does not purport to project the combined
financial position or operating results for any future period.

The unaudited pro forma condensed combined financial statements, including the notes thereto, should be read in conjunction with the following
historical consolidated financial statements and accompanying notes of Stifel and KBW for the applicable periods, which are incorporated by
reference into this prospectus supplement:

� separate historical financial statements of Stifel as of, and for the year ended December 31, 2011, and the related notes included in Stifel�s
Annual Report on Form 10-K for the year ended December 31, 2011 filed with the SEC on February 28, 2012;

� separate historical financial statements of KBW as of, and for the year ended December 31, 2011, and the related notes included in KBW�s
Annual Report on Form 10-K for the year ended December 31, 2011 filed with the SEC on February 28, 2012;

� separate historical financial statements of Stifel as of, and for the nine months ended, September 30, 2012, and the related notes included in
Stifel�s Quarterly Report on Form 10-Q for the quarterly period ended September 30, 2012, filed with the SEC on November 9, 2012; and

� separate historical financial statements of KBW as of, and for the nine months ended, September 30, 2012, and the related notes included
in KBW�s Quarterly Report on Form 10-Q for the quarterly period ended September 30, 2012, filed with the SEC on November 9, 2012.

Based on Stifel�s review of KBW�s summary of significant accounting policies disclosed in its audited financial statements and related notes, the
nature and amount of any adjustments to the historical financial statements of KBW to conform their accounting policies to those of Stifel are
not expected to be significant.

The unaudited pro forma condensed combined financial information has been prepared using the acquisition method of accounting for business
combinations under accounting principles generally accepted in the United States, or GAAP. The acquisition method of accounting requires
management to obtain independent valuations that have yet to commence or progress to a point where there is sufficient information for a
definitive measurement. Accordingly, the pro forma adjustments are preliminary and have been made by management solely for the purpose of
providing unaudited pro forma condensed combined financial information. Differences between the preliminary estimates made during the
preparation of the unaudited pro forma condensed combined financial statements and the final acquisition accounting could be material.
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STIFEL FINANCIAL CORP.

Pro Forma Condensed Combined Statement of Financial Condition

(Unaudited)

September 30, 2012

(In thousands) Stifel KBW
Pro Forma

Adjustments (1)
Pro Forma
Combined

Assets
Cash and cash equivalents $ 193,333 $ 163,127 $ (188,011) A $ 168,449
Restricted cash 6,589 � � 6,589
Cash segregated for regulatory purposes 28 � � 28
Receivables:
Brokerage clients, net 519,008 1,174 � 520,182
Broker, dealers and clearing organizations 212,747 21,575 � 234,322
Securities purchased under agreements to resell 141,964 � � 141,964
Trading securities owned, at fair value 746,213 181,375 (50,000) A 877,588
Available-for-sale securities, at fair value 1,476,681 � � 1,476,681
Held-to-maturity securities, at amortized cost 657,933 � � 657,933
Loans held for sale 209,358 � � 209,358
Bank loans, net of allowance 746,567 � � 746,567
Other real estate owned 449 � � 449
Investments 242,674 42,428 � 285,102
Fixed assets, net 96,388 11,971 � 108,359
Goodwill 361,735 � 190,339 B 552,074
Intangible assets, net 30,150 � 33,589 C 63,739
Loans and advances to financial advisors and other employees, net 183,141 � � 183,141
Deferred tax assets, net 115,375 25,050 � 140,425
Other assets 199,197 42,497 22,102 D 263,796

Total Assets $ 6,139,530 $ 489,197 $ 8,019 $ 6,636,746

(1) The pro forma adjustments are explained in Note 6, �Unaudited Pro Forma Adjustments.�
The accompanying notes are an integral part of these unaudited pro forma condensed combined financial statements.
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STIFEL FINANCIAL CORP.

Pro Forma Condensed Combined Statement of Financial Condition (continued)

(Unaudited)

September 30, 2012

(In thousands) Stifel KBW
Pro Forma

Adjustments (1)
Pro Forma
Combined

Liabilities and Shareholders� Equity
Short-term borrowings from banks $ 97,900 $ � $ 100,000 E $ 197,900
Payables: �
Customers 329,926 � � 329,926
Brokers, dealers and clearing organizations 124,081 � � 124,081
Drafts 63,397 � � 63,397
Securities sold under agreements to repurchase 78,437 � � 78,437
Bank deposits 2,923,671 � � 2,923,671
Trading securities sold, but not yet purchased, at fair value 369,886 51,103 � 420,989
Securities sold, but not yet purchased, at fair value 22,194 � � 22,194
Accrued compensation 198,026 22,390 � 220,416
Accounts payable and accrued expenses 242,070 34,528 � 276,598
Senior notes 175,000 � � 175,000
Debenture to Stifel Financial Capital Trust II 35,000 � � 35,000
Debenture to Stifel Financial Capital Trust III 35,000 � � 35,000
Debenture to Stifel Financial Capital Trust IV 12,500 � � 12,500

4,707,088 108,021 100,000 4,915,109
Liabilities subordinated to claims of general creditors 5,318 � � 5,318
Shareholders� Equity:
Preferred stock � � � �
Common stock 8,058 302 798 F 9,158
Additional paid-in-capital 1,067,196 159,979 161,269 F 1,388,444
Retained earnings 345,866 231,609 (264,762) G 312,713
Accumulated other comprehensive income (loss) 7,707 (10,714) 10,714 H 7,707

1,428,827 381,176 (91,981) 1,718,022
Treasury stock (1,547) � � (1,547) 
Unearned employee stock ownership plan shares (156) � � (156) 

1,427,124 381,176 (91,981) 1,716,319

Total Liabilities and Shareholders� Equity $ 6,139,530 $ 489,197 $ 8,019 $ 6,636,746

(1) The pro forma adjustments are explained in Note 6, �Unaudited Pro Forma Adjustments.�
The accompanying notes are an integral part of these unaudited pro forma condensed combined financial statements.
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STIFEL FINANCIAL CORP.

Pro Forma Condensed Combined Statement of Operations

(Unaudited)

For the Year Ended December 31, 2011

(In thousands, except per share amounts) Stifel KBW
Pro Forma

Adjustments (1)
Pro Forma
Combined

Revenues:
Commissions $ 561,081 $ 128,069 $ � $ 689,150
Principal transactions 343,213 21,403 � 364,616
Investment banking 199,584 98,739 � 298,323
Asset management and service fees 228,834 1,009 � 229,843
Interest 89,466 6,318 � 95,784
Other income 19,731 8,973 � 28,704

Total revenues 1,441,909 264,511 � 1,706,420
Interest expense 25,347 1,017 � 26,364

Net revenues 1,416,562 263,494 � 1,680,056

Non-interest expenses:
Compensation and benefits 900,421 190,366 � 1,090,787
Occupancy and equipment rental 121,929 30,285 � 152,214
Communications and office supplies 75,589 35,874 � 111,463
Commissions and floor brokerage 27,040 16,054 � 43,094
Other operating expenses 152,975 41,990 5,374 I 200,339

Total non-interest expenses 1,277,954 314,569 5,374 1,597,897

Income/(loss) before income tax expense/(tax benefit) 138,608 (51,075) (5,374) 82,159
Provision for income taxes/(tax benefit) 54,474 (19,409) (2,201) J 32,864

Net income/(loss) $ 84,134 $ (31,666) $ (3,173) $ 49,295

Earnings per common share:
Basic $ 1.61 $ (1.02) $ 0.82
Diluted $ 1.33 $ (1.02) $ 0.67
Weighted average number of common shares outstanding:
Basic 52,418 31,698 7,332 K 59,750
Diluted 63,058 31,698 10,193 K 73,251

(1) The pro forma adjustments are explained in Note 6, �Unaudited Pro Forma Adjustments.�
The accompanying notes are an integral part of these unaudited pro forma condensed combined financial statements.
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STIFEL FINANCIAL CORP.

Pro Forma Condensed Combined Statement of Operations

(Unaudited)

For the Nine Months Ended September 30, 2012

(In thousands, except per share amounts) Stifel KBW
Pro Forma

Adjustments (1)
Pro Forma
Combined

Revenues:
Commissions $ 378,696 $ 74,860 $ � $ 453,556
Principal transactions 310,776 17,613 � 328,389
Investment banking 210,739 73,624 � 284,363
Asset management and service fees 189,010 69 � 189,079
Interest 79,744 2,761 � 82,505
Other income 50,634 6,302 � 56,936

Total revenues 1,219,599 175,229 � 1,394,828
Interest expense 24,779 493 � 25,272

Net revenues 1,194,820 174,736 � 1,369,556

Non-interest expenses:
Compensation and benefits 761,730 122,295 � 884,025
Occupancy and equipment rental 96,172 15,726 � 111,898
Communications and office supplies 61,146 22,530 � 83,676
Commissions and floor brokerage 23,390 7,879 � 31,269
Other operating expenses 87,577 21,541 4,031 I 113,149

Total non-interest expenses 1,030,015 189,971 4,031 1,224,017

Income/(loss) before income tax expense 164,805 (15,235) (4,031) 145,539
Provision for income taxes/(tax benefit) 66,186 (5,093) (2,878) J 58,215

Net income/(loss) $ 98,619 $ (10,142) $ (1,153) $ 87,324

Earnings per common share:
Basic $ 1.84 $ (0.36) $ 1.44
Diluted $ 1.57 $ (0.36) $ 1.20
Weighted average number of common shares outstanding:
Basic 53,471 30,339 7,332 K 60,803
Diluted 62,817 30,339 10,193 K 73,010

(1) The pro forma adjustments are explained in Note 6, �Unaudited Pro Forma Adjustments.�
The accompanying notes are an integral part of these unaudited pro forma condensed combined financial statements.
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STIFEL FINANCIAL CORP.

NOTES TO THE PRO FORMA CONDENSED COMBINED FINANCIAL STATEMENTS (UNAUDITED)

NOTE 1 � Description of the Transaction

On November 5, 2012, Stifel and KBW entered into the Merger Agreement for Stifel to acquire 100% of the outstanding shares of KBW
common stock. Under the terms of the Merger Agreement, which was unanimously approved by the boards of directors of both companies, each
share of common stock, including certain restricted stock, of KBW issued and outstanding immediately prior to the effective time of the Merger
will be cancelled and converted into the right to receive a combination of (i) cash consideration of $10.00 less any extraordinary dividend
declared by KBW other than quarterly dividends consistent with past practice that are paid on or prior to December 31, 2012 and (ii) stock
consideration of a fraction of a share of Stifel common stock equal to the Exchange Ratio. The Exchange Ratio will depend on the average of the
volume weighted average trading prices of Stifel common stock on each of the ten trading days ending on the trading day immediately prior to
the closing date of the Merger, as more fully described in the Merger Agreement. On November 29, 2012, the KBW board of directors declared
an extraordinary dividend of $2.00 per share on KBW�s common stock, which was paid on December 17, 2012. Pursuant to the Merger
Agreement, KBW may not declare another extraordinary dividend prior to the Merger.

Additionally, at or immediately prior to the effective time of the Merger, all outstanding shares of KBW restricted stock that are subject to a
letter agreement providing for a waiver of certain vesting rights will convert into the right to receive the number of shares of Stifel common
stock equal to the number of shares of KBW common stock granted pursuant to such award multiplied by the Exchange Ratio.

KBW, a full-service investment bank specializing in the financial services industry, will become a wholly owned subsidiary of Stifel at the
effective time of the Merger.

The Merger is subject to adoption of the Merger Agreement by KBW�s stockholders, early termination or expiration of the waiting period under
the HSR Act, the required regulatory approvals having been obtained and being in full force and effect and other usual and customary conditions
to completion. As of the date of this prospectus supplement, the Merger is expected to be completed during the first quarter of 2013.

NOTE 2 � Basis of Presentation

The unaudited pro forma condensed combined financial information is based on the historical financial statements of Stifel and KBW and are
prepared and presented pursuant to the regulations of the SEC regarding pro forma financial information. The pro forma adjustments include the
application of the acquisition method under Accounting Standards Codification (�ASC�) Topic 805 (�Topic 805�), �Business Combinations� with
respect to the Merger. Topic 805 requires, among other things, that identifiable assets acquired and liabilities assumed be recognized at their fair
values as of the acquisition date, which is presumed to be the closing date.

Under ASC Topic 820 (�Topic 820�), �Fair Value Measurements and Disclosures,� �fair value� is defined as the price that would be received to sell an
asset or paid to transfer a liability in an orderly transaction between market participants at the measurement date. Topic 820 specifies a hierarchy
of valuation techniques based on the nature of the inputs used to develop the fair value measures. This is an exit price concept for the valuation
of the asset or liability. In addition, market participants are assumed to be unrelated buyers and sellers in the principal or the most advantageous
market for the asset or liability. Fair value measurements for an asset assume the highest and best use by these market participants. Many of
these fair value measurements can be highly subjective and it is also possible that other professionals, applying reasonable judgment to the same
facts and circumstances, could develop and support a range of alternative estimated amounts.
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Under Topic 805, merger-related transaction costs (such as advisory, legal, valuation, regulatory filing fees, and other professional fees) are not
included as components of consideration transferred but are accounted for as expenses in the periods in which the costs are incurred. The
unaudited pro forma condensed combined balance sheet reflects $26.1 million of anticipated merger-related transaction costs of both firms,
including change-in-control and bonus payments owed at the effective time of the Merger, of which none had been incurred as of September 30,
2012. Those costs are reflected in the unaudited pro forma condensed combined balance sheet as a reduction of cash with the related tax benefits
reflected as an increase in other assets and the after tax impact presented as a decrease to retained earnings. No adjustment has been made to the
unaudited pro forma condensed combined statements of operations for these costs, as they do not have a continuing impact on the results of the
combined company.

In addition, after the effective time of the Merger, certain employees will be granted restricted stock or restricted stock units of Stifel as
retention. The fair value of the awards to be issued as retention is $29.2 million. These awards will be expensed at grant date, as there is no
continuing service requirements associated with these restricted stock units. The issuance of the restricted awards is reflected in the unaudited
pro forma condensed combined balance sheet as an increase to additional paid-in-capital with the related tax benefits reflected as an increase in
other assets and the after tax impact presented as a decrease to retained earnings. No adjustment has been made to the unaudited pro forma
condensed combined statements of operations for these costs, as they do not have a continuing impact on the results of the combined company.

The pro forma condensed combined financial statements do not reflect any cost savings that Stifel expects to achieve from operating efficiencies
or synergies, or any expenditure related to restructuring actions to achieve such cost savings. The effects of both cost savings and expenditures
for restructuring could materially impact these pro forma condensed combined financial statements.

Certain of KBW�s amounts have been reclassified to conform to Stifel�s presentation. These reclassifications had no effect on previously reported
net earnings. There were no transactions between Stifel and KBW during the periods presented in the unaudited pro forma condensed combined
financial statements that would need to be eliminated.

NOTE 3 � Accounting Policies

Upon completion of the Merger, Stifel will perform a review of KBW�s accounting policies. As a result of that review, Stifel may identify
differences between the accounting policies of the two companies that, when conformed, could have a material impact on the combined financial
statements. At this time, Stifel is not aware of any differences that would have a material impact on the combined financial statements. The
unaudited pro forma condensed combined financial statements assume there are no differences in accounting policies.

NOTE 4 � Estimate of Consideration Expected to be Transferred

On November 5, 2012, Stifel entered into the Merger Agreement to acquire KBW. The following is a preliminary estimate of the aggregate
Merger consideration payable for all outstanding shares and restricted stock awards of KBW (in thousands):

Estimated cash to be paid to KBW shareholders (a) $ 251,562
Estimated fair value of shares of Stifel common stock to be issued to KBW shareholders (a) 233,950
Estimated fair value of outstanding KBW restricted stock awards and restricted stock units to be exchanged for Stifel restricted
stock awards (b) 59,220

Estimated consideration to be transferred $ 544,732

(a) Assumes 30.2 million shares outstanding, as of November 30, 2012, which will be cancelled and converted into the right to receive $15.50
per share, comprised of $8.00 per share in cash and $7.50 per share in Stifel
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common stock. In addition, these amounts assume 1.0 million shares of KBW restricted stock awards, as of November 30, 2012. Certain
holders of KBW restricted stock may receive certain benefits upon the Merger, including accelerated vesting of those restricted stock awards.
These awards will be converted into the right to receive $15.50 per share, comprised of $8.00 per share in cash and $7.50 per share in Stifel
common stock, less applicable withholding taxes.

(b) Assumes 3.2 million shares of KBW restricted stock, as of November 30, 2012, that are subject to a letter agreement providing for a waiver
of certain vesting rights. These shares of KBW restricted stock will convert into the right to receive the number of shares of Stifel common
stock equal to the number of shares of KBW common stock granted pursuant to such award multiplied by the equity exchange ratio, as
defined in the Merger Agreement, less applicable withholding taxes. In addition, this amount assumes 0.2 million of KBW restricted stock
units, as of November 30, 2012.

NOTE 5 � Estimate of Assets to be Acquired and Liabilities to be Assumed

The following is a preliminary estimate of the assets to be acquired and liabilities to be assumed by Stifel after the Merger, reconciled to the
estimate of consideration expected to be transferred at the close of the Merger (in thousands):

Assets acquired and liabilities assumed:
Net book value of net assets acquired $ 381,176
Cash and cash equivalents (a) (60,372) 
Goodwill (b) 190,339
Value assigned to identifiable intangible assets acquired (c) 33,589

Total purchase price $ 544,732

(a) KBW�s cash and cash equivalents as of September 30, 2012 have been adjusted for the $2.00 per share extraordinary dividend, which was
paid on December 17, 2012.

(b) Goodwill is calculated as the difference between the acquisition date fair value of the total consideration expected to be transferred and the
aggregate values assigned to the assets acquired and liabilities assumed. Goodwill is not amortized, but rather it is subject to impairment
testing on an annual basis, or more often if events or circumstances indicate there may be impairment. The factors contributing to the
recognition of the amount of goodwill are based on several strategic and synergistic benefits that are expected to be realized from the KBW
acquisition. These benefits include the expectation that we will continue to create the premier middle-market investment bank, with an
expanded presence in the financial services industry. The combined company will benefit from the ability to leverage its Global Wealth
management and Capital Markets platforms, while maintaining KBW�s premier brand name within investment banking. The combined
company anticipates significant growth opportunities within equity research, equity and fixed income sales and trading and investment
banking.

(c) As of completion of the Merger, identifiable intangible assets are required to be measured at fair value, and these acquired assets could
include assets that are not intended to be used or sold or that are intended to be used in a manner other than their highest and best use. For
purposes of these unaudited pro forma condensed combined financial statements and consistent with the Topic 820 requirements for fair
value measurements, it is assumed that all assets will be used, and that all assets will be used in a manner that represents the highest and best
use of those assets, but it is not assumed that any market participant synergies will be achieved.

At this time, Stifel does not have sufficient information as to the amount, timing and risk of cash flows of all of KBW�s identifiable intangible
assets to determine their fair value. Some of the more significant assumptions inherent in the development of intangible asset values, from the
perspective of a market participant, include: the amount and timing of projected future cash flows (including revenue and profitability); the
discount rate selected to measure the risks inherent in the future cash flows; and the assessment of the asset�s life cycle and the competitive trends
impacting the asset. However, for purposes of these unaudited pro forma condensed combined financial statements and using publicly available
information, such as historical revenues, KBW�s cost structure, industry information for comparable
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intangible assets and certain other high-level assumptions, the fair value of KBW�s identifiable intangible assets and their weighted-average
useful lives have been estimated as follows (in thousands, except years):

Estimated Fair
Value

Estimated Useful
Life (years)

Customer lists $ 16,795 5
Trade name 13,436 15
Non-compete agreements 3,358 3

Total $ 33,589

These preliminary estimates of fair value and weighted-average useful life will likely be different from the final acquisition accounting, and the
difference could have a material impact on the accompanying unaudited pro forma condensed combined financial statements. Once Stifel has
full access to information about KBW�s intangible assets, additional insight will be gained that could impact (i) the estimated total value assigned
to intangible assets, (ii) the estimated allocation of value between finite-lived and indefinite-lived intangible assets and/or (iii) the estimated
weighted-average useful life of each category of intangible assets. The estimated intangible asset values and their useful lives could be impacted
by a variety of factors that may become known to Stifel only upon access to additional information and/or by changes in such factors that may
occur prior to completion of the Merger. These factors include, but are not limited to, changes in the regulatory, legislative, legal, technological
and competitive environments. Increased knowledge about these and/or other elements could result in a change to the estimated fair value of the
identifiable intangible assets and/or to the estimated weighted-average useful lives from what Stifel has assumed in these unaudited pro forma
condensed combined financial statements. A 10% change in the valuation of definite lived intangible assets would cause a corresponding $0.5
million annual increase or decrease in amortization expense.

The fair value of KBW�s assets and liabilities and the appropriate useful lives will be determined after the completion of the Merger based on a
valuation performed by management with the assistance of an independent third-party valuation firm. Actual adjustments will be made when the
Merger is completed and will be based on KBW�s assets and liabilities at that time. Accordingly, the actual adjustments to KBW�s assets and
liabilities may differ materially from the estimates reflected in these unaudited pro forma condensed combined financial statements. Any
changes to the initial estimates of the fair value of the assets acquired and liabilities assumed, after recording any identifiable intangible assets at
fair value, will be allocated to residual goodwill.

NOTE 6 � Unaudited Pro Forma Adjustments

This note should be read in conjunction with Note 1 � Description of Transaction; Note 2 � Basis of Presentation; Note 4 � Estimate of
Consideration Expected to be Transferred; and Note 5 � Estimate of Assets to be Acquired and Liabilities to be Assumed. Adjustments included
in the column under the heading �Pro Forma Adjustments� represent the following:

Unaudited Pro Forma Condensed Combined Statement of Financial Condition

(A) Reflects adjustments to cash related to the following (in thousands):

Cash proceeds received from short-term borrowings (a) $ 100,000
Liquidation of KBW trading securities (b) 50,000

Gross cash received 150,000
Cash payment made to KBW shareholders (251,562) 
Estimated merger-related costs of Stifel and KBW (c) (26,077) 
Adjustment to net assets for extraordinary dividend paid to KBW
shareholders (d) (60,372) 

Gross cash disbursed to fund the acquisition (338,011) 
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(a) See item (E) below for short-term borrowings.
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(b) Assumes that a portion of KBW�s trading securities will be liquidated to fund the acquisition.

(c) Represents estimated merger-related transaction costs to be incurred by Stifel and KBW of $1.5 million and $24.6 million, respectively,
including change-in-control and bonus payments owed at the effective time of the Merger.

(d) KBW�s cash and cash equivalents as of September 30, 2012 have been adjusted for the $2.00 per share extraordinary dividend, which was
paid on December 17, 2012.

(B) To adjust goodwill to an estimate of acquisition-date goodwill.

(C) To adjust intangible assets to an estimate of fair value.

(D) Represents the recognition of income tax receivable (included in other assets) related to the estimated merger-related transaction costs and
the issuance of restricted stock awards for employee retention of $26.1 million and $29.2 million, respectively, at 40%, the estimated combined
federal and state statutory tax rate.

(E) To reflect the use of $100.0 million of short-term bank borrowings to fund a portion of the acquisition. The estimated interest expense on
these short-term borrowings is not reflected in the unaudited pro forma condensed combined statement of operations as it is immaterial given the
fact that Stifel will be paying down the advance from our uncommitted, secured bank line immediately after close.

(F) To eliminate KBW�s historical common stock and additional paid-in capital, record the Merger consideration, and record the impact of the
issuance of restricted stock awards for employee retention as follows (in thousands):

Common
Stock

Additional
Paid-in
Capital

Issuance of common stock by Stifel $ 1,100 $ 232,850
KBW restricted stock awards and restricted stock units to be
exchanged for Stifel restricted stock awards �  59,220
Elimination of KBW�s historical amounts (302) (159,979) 
Issuance of restricted stock awards for employee retention (d) �  29,178

$ 798 $ 161,269

(d) After the effective time of the Merger, certain employees will be granted restricted stock or restricted stock units of Stifel as retention. The
fair value of the awards to be issued as retention is $29.2 million. The amount of restricted stock or restricted stock units granted will
generally be based upon the volume weighted average price of Stifel common stock during the five or ten business days immediately
preceding (but not including) the closing date of the Merger, depending on the award. The restricted stock and restricted stock units will be
paid in five equal, annual installments beginning on the first anniversary of the grant date and will not be forfeited upon termination of
employment, subject to continued compliance with restrictive covenants. These awards will be expensed at grant date, as there is no
continuing service requirements associated with these restricted stock units. No adjustment has been made to the unaudited pro forma
condensed combined statements of operations for the charge associated with the issuance of the restricted stock awards, as they do not have a
continuing impact on the results of the combined company.
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(G) To eliminate KBW�s historical retained earnings, to record the impact of the issuance of restricted stock awards for employee retention, and
to estimate the after-tax portion of the merger-related transaction costs as follows (in thousands):

Elimination of KBW�s historical amounts $ (231,609)
Issuance of restricted stock awards for employee retention, net of tax (17,507) 
Estimated transaction costs, net of tax (15,646) 

$ (264,762)

(H) To eliminate KBW�s historical accumulated other comprehensive loss.

Unaudited Pro Forma Condensed Combined Statements of Operations

(I) Estimated fair value of identifiable intangible assets of $33.6 million amortized on a straight-line basis over their estimated weighted average
useful lives of 6.3 years.

(J) We assumed a combined federal and state statutory tax rate of 40% when estimating the tax impact of the Merger. Although not reflected in
these unaudited pro forma condensed combined financial statements, the effective tax rate of the combined company could be significantly
different depending on post-acquisition activities, including the geographical mix of taxable income affecting state and foreign taxes, among
other factors.

When the Merger is completed and additional information becomes available, it is likely the applicable income tax rate will change. If the
estimated statutory rate of 40% were to change by 5%, the effect on unaudited pro forma net income for the year ended December 31, 2011 and
nine months ended September 30, 2012 would be $4.1 million and $7.3 million, respectively.

(K) Reflects the pro forma total number of shares outstanding giving effect to the common stock issued as part of the consideration. The pro
forma weighted average number of common shares outstanding for the year ended December 31, 2011 and the nine months ended September 30,
2012, have been calculated as if the common stock issued as part of the consideration had been issued and outstanding on January 1, 2011. The
following table sets forth the computation of pro forma adjustment to basic and diluted shares for the year ended December 31, 2011 and the
nine months ended September 30, 2012 (in thousands):

Year Ended
December 31, 2011

Nine Months Ended
September 30,

2012
Stifel Financial Corp. average shares used to compute basic EPS 52,418 53,471
Issuance of Stifel Financial Corp. common stock as consideration 7,332 7,332

Combined weighted average basic shares outstanding 59,750 60,803

Dilutive effect of Stifel�s outstanding stock-based compensation awards 10,640 9,346
KBW restricted stock awards to be exchanged for Stifel restricted stock awards 1,855 1,855
Issuance of restricted stock units for employee retention 1,006 1,006

Pro forma weighted average shares used to compute diluted EPS 73,251 73,010

S-29

Edgar Filing: STIFEL FINANCIAL CORP - Form 424B2

Table of Contents 39



Table of Contents

USE OF PROCEEDS

We estimate that the net proceeds from this offering will be approximately $145,000,000 after discounts, commissions and expenses related to
this offering. The net proceeds from this offering will be used for general corporate purposes. Pending such use, the proceeds may be invested
temporarily in short-term, interest-bearing, investment-grade securities or similar assets.

RATIO OF EARNINGS TO FIXED CHARGES

The ratio of earnings to fixed charges presented below should be read together with the consolidated financial statements and the notes
accompanying them and �Management�s Discussion and Analysis of Financial Condition and Results of Operations� included in our Quarterly
Report on Form 10-Q for the period ended September 30, 2012 and our Annual Report on Form 10-K for the year ended December 31, 2011,
incorporated by reference into this prospectus supplement and the accompanying prospectus. For purposes of the computation of the ratio of
earnings to fixed charges, earnings consist of earnings from continuing operations before income taxes plus fixed charges. Fixed charges consist
of interest expense plus the interest component of lease rental expense.

Year Ended December 31,
Nine Months Ended

September 30,
2007 (1) 2008 (1) 2009 2010 (2) 2011 (3) 2011 (3) 2012

Ratio of Earnings to Fixed Charges 2.35x 4.16x 5.56x 0.99x 4.13x 3.84x 5.24x

(1) For the years ended December 31, 2007 and 2008, we recorded merger-related after-tax expenses of $34.6 million and $15.9 million,
respectively.

(2) For the year ended December 31, 2010, we recorded a non-cash charge of $106.4 million after-tax related to the acceleration of deferred
compensation in the third quarter of 2010 as a result of a modification of our deferred compensation plan and merger-related after-tax
expenses of $16.5 million related to the merger with Thomas Weisel Partners Group, Inc.

(3) For both the nine months ended September 30, 2011 and year ended December 31, 2011, we recorded litigation-related and certain
merger-related after-tax expenses of $29.4 million.
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CAPITALIZATION

The following table sets forth our capitalization as of September 30, 2012:

� On an actual basis;
� On an as adjusted basis to give effect to the notes offered hereby as if it occurred on that date; and
� On a further adjusted basis to give pro forma effect to the Merger as if it occurred on that date.

You should read the data set forth in the table below in conjunction with �Use of Proceeds,� �Stifel Financial Corp. Selected Historical Financial
Information� and �Unaudited Pro Forma Condensed Combined Financial Information,� appearing elsewhere in this prospectus supplement, as well
as our unaudited financial statements and the accompanying notes and the section entitled �Management�s Discussion and Analysis of Financial
Condition and Results of Operations,� each included in our Quarterly Report on Form 10-Q for the quarter ended September 30, 2012 and
incorporated in this prospectus supplement and the accompanying prospectus.

September 30, 2012

Actual As adjusted
Pro forma
adjusted

(in thousands, except share data) (Unaudited)
Cash and cash equivalents $ 193,333 $ 338,333 $ 313,449

Liabilities:
Short-term borrowings from banks $ 97,900 $ 97,900 $ 197,900
Payables:
Brokerage clients 329,926 329,926 329,926
Brokers, dealers, and clearing organizations 124,081 124,081 124,081
Drafts 63,397 63,397 63,397
Securities sold under agreements to repurchase 78,437 78,437 78,437
Bank deposits 2,923,671 2,923,671 2,923,671
Trading securities sold, but not yet purchased, at fair value 369,886 369,886 420,989
Securities sold, but not yet purchased, at fair value 22,194 22,194 22,194
Accrued compensation 198,026 198,026 220,416
Accounts payable and accrued expenses 242,070 242,070 276,598
6.70% senior notes due 2022 175,000 175,000 175,000
5.375% senior notes due 2022 offered hereby �  150,000 150,000
Debenture to Stifel Financial Capital Trust II 35,000 35,000 35,000
Debenture to Stifel Financial Capital Trust III 35,000 35,000 35,000
Debenture to Stifel Financial Capital Trust IV 12,500 12,500 12,500

4,707,088 4,857,088 5,065,109
Liabilities subordinated to claims of general creditors 5,318 5,318 5,318
Shareholders� Equity:
Preferred stock�$1 par value; authorized 3,000,000 shares �  �  �  
Common stock�$0.15 par value; authorized 97,000,000 shares 8,058 8,058 9,158
Additional paid-in-capital 1,067,196 1,067,196 1,388,444
Retained earnings 345,866 345,866 312,713
Accumulated other comprehensive income 7,707 7,707 7,707

1,428,827 1,428,827 1,718,022
Treasury stock, at cost (1,547) (1,547) (1,547) 
Unearned employee stock ownership plan shares, at cost (156) (156) (156) 

1,427,124 1,427,124 1,716,319
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DESCRIPTION OF CERTAIN INDEBTEDNESS

Our short-term financing is generally obtained through uncommitted, secured lines of credit and an unsecured revolving credit facility. We
borrow from various banks on a demand basis with company-owned securities pledged as collateral to fund a portion of our daily operations.
Additionally, we use customer securities pledged as collateral to fund customer borrowings. The amount borrowed under these credit facilities
varies daily based on our funding needs.

Uncommitted Lines of Credit

Our uncommitted secured lines of credit at September 30, 2012 totaled $680.0 million with four banks and are dependent on having appropriate
collateral, as determined by the bank agreements, to secure an advance under the line. The availability of our uncommitted lines are subject to
approval by the individual banks each time an advance is requested and may be denied. As of September 30, 2012, we had approximately $97.9
million of consolidated secured, short-term indebtedness, at an average rate of 1.1% all of which is held at our subsidiaries.

Revolving Credit Facility

Our committed short-term bank line financing at September 30, 2012 consisted of a $50.0 million committed revolving credit facility with two
banks, which was renewed in December 2012. The credit facility expires in December 2013. The applicable interest rate under the revolving
credit facility is calculated as a per annum rate equal to the higher of (i) the prime rate, (ii) the federal funds effective rate plus 0.50% or
(iii) one-month Eurocurrency rate plus 1.00%, as defined in the revolving credit facility.

We can draw upon this line, as long as certain restrictive covenants are maintained. Under our revolving credit facility, we are also required to
maintain compliance with a minimum consolidated tangible net worth covenant under which we are required to have at all times a consolidated
tangible net worth, as defined in the revolving credit facility, of not less than the greater of (x) $625.0 million or (y) 80% of the consolidated
tangible net worth as of the last day of the previous fiscal year and a maximum consolidated total capitalization ratio covenant under which we
are required to have at all times a consolidated total capitalization ratio, as defined in the revolving credit facility, of not more than 25%. In
addition, Stifel Nicolaus, our broker-dealer subsidiary, is required to maintain compliance with a minimum regulatory net capital covenant of not
less than 10% of aggregate debits, as defined in the revolving credit facility.

At September 30, 2012, we had no advances on our revolving credit facility and were in compliance with all covenants. Our revolving credit
facility contains customary events of default, including, without limitation, payment defaults, breaches of representations and warranties,
covenant defaults, cross-defaults to similar obligations, certain events of bankruptcy and insolvency and judgment defaults. On December 18,
2012, in connection with this offering, the facility was amended to permit us to issue the notes offered hereby.

Public Offering of 6.70% Senior Notes Due 2022

On January 18, 2012, we issued $175.0 million principal amount of 6.70% Senior Notes due 2022 (the �6.70% notes�). Interest on the 6.70% notes
has accrued from January 23, 2012 and is paid quarterly in arrears on January 15, April 15, July 15 and October 15 of each year, commencing on
April 15, 2012. The 6.70% notes will mature on January 15, 2022. We may redeem the 6.70% notes in whole or in part on or after January 15,
2015 at our option at a redemption price equal to 100% of their principal amount, plus accrued and unpaid interest to the date of redemption.
Proceeds from such notes issuance of $169.3 million, after discounts, commissions and expenses, has been used for general corporate purposes.
The 6.70% notes are listed on the NYSE and trade under the symbol �SFB.�
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DESCRIPTION OF NOTES

We will issue the notes under an indenture dated as of January 23, 2012, between Stifel Financial Corp. and U.S. Bank National Association, as
trustee (the �trustee�), as supplemented by the Second Supplemental Indenture to be dated as of December 21, 2012 with respect to the notes. We
refer to the base indenture, as supplemented by the supplemental indenture, as the �indenture.� The terms of the notes include those expressly set
forth in the indenture and those made a part of the indenture by reference to the Trust Indenture Act of 1939, as amended (the �Trust Indenture
Act�).

The following summary of the terms of the notes and the indenture does not purport to be complete and is subject, and qualified in its entirety by
reference, to the detailed provisions of the notes and the indenture, including the definitions of certain terms used in the indenture. You may
request a copy of the indenture from us as described under �Where You Can Find More Information� in the accompanying prospectus. Those
documents, and not this description, define your legal rights as a holder of the notes. The following description supplements, and supersedes to
the extent it is inconsistent with, the statements under �Description of the Securities� in the accompanying prospectus.

For purposes of this description, the terms �Stifel Financial Corp.,� �we,� �us� and �our� refer only to Stifel Financial Corp. and not to any of its
subsidiaries, unless we specify otherwise.

General

The notes will be issued in an initial principal amount of $150 million. We may, without the consent of holders of the notes, increase the
principal amount of the notes by issuing additional senior debt securities in the future on the same terms and conditions, except for any
difference in the issue price and interest accrued prior to the issue date of the additional senior debt securities, and with the same CUSIP number
as the notes offered hereby, provided that such additional senior debt securities constitute part of the same issue as the notes offered hereby for
U.S. federal income tax purposes. The notes offered by this prospectus supplement and any additional senior debt securities would rank equally
and ratably and would be treated as a single series of debt securities for all purposes under the indenture.

The notes will be issued only in fully registered, book-entry form, in denominations of $25 and integral multiples thereof, except under the
limited circumstances described below under �� Certificated Securities� in this prospectus supplement.

The indenture does not contain any provisions that would necessarily protect holders of notes if we become involved in a highly leveraged
transaction, reorganization, merger or other similar transaction that adversely affects us or them.

Optional Redemption

We may, at our option, at any time and from time to time, on or after December 31, 2015, redeem the notes in whole or in part on not less than
30 nor more than 60 days� prior notice mailed to the holders of the notes. The notes will be redeemable at a redemption price equal to 100% of
the principal amount of the notes to be redeemed plus accrued and unpaid interest to the date of redemption.

On and after any redemption date, interest will cease to accrue on the notes called for redemption. Prior to any redemption date, we are required
to deposit with a paying agent money sufficient to pay the redemption price of and accrued interest on the notes to be redeemed on such date. If
we are redeeming less than all the notes, the trustee under the indenture must select the notes to be redeemed by such method as the trustee
deems fair and appropriate in accordance with methods generally used at the time of selection by fiduciaries in similar circumstances.
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Listing

We intend to apply to list the notes on the NYSE. We expect trading in the notes to begin within 30 days of December 21, 2012, the original
issue date.

Interest

Interest on the notes will accrue at the rate of 5.375% per year from and including December 21, 2012 or the most recent interest payment date
to which interest has been paid or provided for, and will be payable quarterly in arrears on each January 15, April 15, July 15 and October 15 of
each year, commencing on April 15, 2013. We will pay interest to those persons who were holders of record of such notes on the first day of the
month of each interest payment date: January 1, April 1, July 1 and October 1, the record date preceding each interest payment date. Interest on
the notes will be computed on the basis of a 360-day year consisting of twelve 30-day months. We will not provide a sinking fund for the notes.

If any interest payment date or stated maturity date is not a business day, the payment otherwise required to be made on such date will be made
on the next business day without any additional payment as a result of such delay. The term �business day� means, with respect to any note, any
day, other than a Saturday, Sunday or any other day on which banking institutions in The City of New York are authorized or obligated by law
or executive order to close. All payments will be made in U.S. dollars.

Ranking

The notes will be our general unsecured senior obligations that rank senior in right of payment to our future indebtedness that is expressly
subordinated in right of payment to the notes. The notes will rank equally with all our other unsecured senior indebtedness. However, the notes
will be effectively subordinated to any of our existing and future secured indebtedness to the extent of the value of the assets securing such
indebtedness. The notes will also be effectively subordinated to all liabilities, including trade payables and lease obligations of our subsidiaries.
Any right by us to receive the assets of any of our subsidiaries upon a liquidation or reorganization of that subsidiary, and the consequent right of
the holders of the notes to participate in those assets, will be effectively subordinated to the claims of that subsidiary�s creditors, except to the
extent that we are recognized as a creditor of such subsidiary, in which case our claims would still be subordinated to any security interests in the
assets of such subsidiary and any indebtedness of such subsidiary that is senior to that held by us.

Our subsidiaries are separate and distinct legal entities and have no obligation, contingent or otherwise, to pay any amounts due on the notes or
to make any funds available for payment on the notes, whether by dividends, loans or other payments. In addition, the payment of dividends and
the making of loans and advances to us by our subsidiaries may be subject to statutory, contractual or other restrictions, may depend on the
earnings or financial condition of all of the foregoing and are subject to various business considerations. As a result, we may be unable to gain
significant, if any, access to the cash flow or assets of our subsidiaries.

The indenture does not limit the amount of additional indebtedness, including senior or secured indebtedness, which we can create, incur,
assume or guarantee, nor does the indenture limit the amount of indebtedness or other liabilities that our subsidiaries can create, incur, assume or
guarantee. As of September 30, 2012, we had approximately $262.8 million of total long-term indebtedness. As of September 30, 2012, our
subsidiaries had no long-term indebtedness, excluding intercompany indebtedness, and had not guaranteed any other indebtedness. As of
September 30, 2012, we had approximately $97.9 million of consolidated secured, short-term indebtedness, all of which is held at our
subsidiaries.

Maturity

The notes will mature on December 31, 2022.

S-34

Edgar Filing: STIFEL FINANCIAL CORP - Form 424B2

Table of Contents 45



Table of Contents

Covenants

Under the indenture, we are also required to:

� pay the principal, interest and any premium on the notes when due and deposit sufficient funds with any paying agent on or before the due
date for any principal, interest or any premium;

� provide the trustee with a copy of the reports we must file the SEC pursuant to Section 13 or 15(d) of the Exchange Act no later than the
time those reports must be filed with the SEC (after giving effect to any grace period provided by Rule 12b-25 under the Exchange Act);
provided, that the filing of these reports with the SEC through its EDGAR database within the time periods for filing the same under the
Exchange Act (taking into account any applicable grace periods provided thereunder) will satisfy our obligation to furnish those reports to
the trustee; and

� maintain our corporate existence and the corporate, partnership, limited liability company or other existence of each of our significant
subsidiaries, subject to certain exceptions.

Merger, Consolidation and Sale of Assets

The indenture generally permits us to consolidate or merge with another entity. The indenture also permits us to sell all or substantially all of our
property and assets. If this happens, the remaining or acquiring entity must assume all of our responsibilities and liabilities under the indenture
including the payment of all amounts due on the notes and performance of the covenants in the indenture. However, we will only consolidate or
merge with or into any other entity or sell all or substantially all of our assets according to the terms and conditions of the indenture. The
remaining or acquiring entity will be substituted for us in the indenture with the same effect as if it had been an original party to the indenture.
Thereafter, the successor entity may exercise our rights and powers under any indenture, in our name or in its own name. Any act or proceeding
required or permitted to be done by our board of directors or any of our officers may be done by the board or officers of the successor entity.
When the successor assumes all of our obligations under the indenture, our obligations under the indenture will terminate.

Events of Default, Notice and Waiver

The following are events of default under the indenture for the notes:

� failure by us to pay the principal of, or premium, if any, on any note when due, whether at maturity, upon redemption or otherwise;
� failure by us to pay an installment of interest on any note when due, if the failure continues for 30 days after the date when due;
� failure by us to comply with our obligations under ��Merger, Consolidation and Sale of Assets� above;
� failure by us to comply with any other term, covenant or agreement contained in the notes or the indenture, if the failure is not cured within

90 days after notice to us by the trustee or to the trustee and us by holders of at least 25% in aggregate principal amount of the notes then
outstanding, in accordance with the indenture;

� a default by us or any of our subsidiaries in the payment when due, after the expiration of any applicable grace period, of principal of, or
premium, if any, or interest on, indebtedness for money borrowed in the aggregate principal amount then outstanding of $25 million or
more, or acceleration of our or our subsidiaries� indebtedness for money borrowed in such aggregate principal amount or more so that it
becomes due and payable before the date on which it would otherwise have become due and payable, if such default is not cured or
waived, or such acceleration is not rescinded, within 30 days after notice to us by the trustee or to us and the trustee by holders of at least
25% in aggregate principal amount of the notes then outstanding, in accordance with the indenture;

� failure by us or any of our subsidiaries, within 30 days, to pay, bond or otherwise discharge any final, non-appealable judgments or orders
for the payment of money the total uninsured amount of which for us or any of our subsidiaries exceeds $25 million, which are not stayed
on appeal; and
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� certain events of bankruptcy, insolvency or reorganization with respect to us or any of our subsidiaries that is a �significant subsidiary� (as
defined in Regulation S-X under the Exchange Act) or any group of our subsidiaries that in the aggregate would constitute a �significant
subsidiary.�

If an event of default, other than an event of default referred to in the last bullet point above with respect to us (but including an event of default
referred to in that bullet point solely with respect to a significant subsidiary, or group of subsidiaries that in the aggregate would constitute a
significant subsidiary, of ours), has occurred and is continuing, either the trustee, by notice to us, or the holders of at least 25% in aggregate
principal amount of the notes then outstanding, by notice to us and the trustee, may declare the principal of, and any accrued and unpaid interest
on, all notes to be immediately due and payable. In the case of an event of default referred to in the last bullet point above with respect to us (and
not solely with respect to a significant subsidiary, or group of subsidiaries that in the aggregate would constitute a significant subsidiary, of
ours), the principal of, and accrued and unpaid interest on, all notes will automatically become immediately due and payable.

Notwithstanding the paragraph above, for the first 365 days immediately following an event of default relating to (i) our failure to file with the
trustee pursuant to Section 314(a)(1) of the Trust Indenture Act any documents or reports that we are required to file with the SEC pursuant to
Section 13 or 15(d) of the Exchange Act or (ii) our failure to comply with our reporting obligations to the trustee set forth under the second
sub-bullet under the heading ��Covenants� above, the sole remedy for any such event of default shall be the accrual of additional interest on the
notes at a rate per year equal to (i) 0.25% of the outstanding principal amount of the notes for the first 180 days following the occurrence of such
event of default and (ii) 0.50% of the outstanding principal amount of the notes for the next 180 days after the first 180 days following the
occurrence of such event of default, in each case, payable quarterly at the same time and in the same manner as regular interest on the notes.
This additional interest will accrue on all outstanding notes from, and including the date on which such event of default first occurs to, and
including, the 365th day thereafter (or such earlier date on which such event of default shall have been cured or waived). In addition to the
accrual of such additional interest, on and after the 360th day immediately following an event of default relating to such reporting obligations,
either the trustee or the holders of not less than 25% in aggregate principal amount of the notes then outstanding may declare the principal
amount of the notes and any accrued and unpaid interest through the date of such declaration, to be immediately due and payable.

If any portion of the amount payable on the notes upon acceleration is considered by a court to be unearned interest (through the allocation of a
portion of the value of the notes to the embedded warrant or otherwise), the court could disallow recovery of any such portion.

After any acceleration of the notes, the holders of a majority in aggregate principal amount of the notes by written notice to the trustee, may
rescind or annul such acceleration in certain circumstances, if:

� the rescission would not conflict with any order or decree;
� all events of default, other than the non-payment of accelerated principal or interest, have been cured or waived; and
� certain amounts due to the trustee are paid.

Except as provided in the indenture, the holders of a majority of the aggregate principal amount of outstanding notes may, by notice to the
trustee, waive any past default or event of default and its consequences, other than a default or event of default:

� in the payment of principal of, or interest or premium, if any, on, any note; or
� in respect of any provision under the indenture that cannot be modified or amended without the consent of the holders of each outstanding

note affected.
We will promptly notify the trustee upon our becoming aware of the occurrence of any default or event of default. In addition, the indenture
requires us to furnish to the trustee, on an annual basis, a statement by our
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officers stating whether they have actual knowledge of any default or event of default by us in performing any of our obligations under such
indenture or the notes and describing any such default or event of default. If a default or event of default has occurred and the trustee has
received notice of the default or event of default in accordance with the indenture, the trustee must mail to each registered holder of notes a
notice of the default or event of default within 30 days after receipt of the notice. However, the trustee need not mail the notice if the default or
event of default:

� has been cured or waived; or
� is not in the payment or delivery of any amounts due (including principal or interest) with respect to any note and the trustee in good faith

determines that withholding the notice is in the best interests of the holders.
Limitation on Suits

The indenture limits the right of holders of the notes to institute legal proceedings. No holder will have the right to bring a claim under the
indenture unless:

� the holder has previously given written notice to the trustee that an event of default with respect to the notes is continuing;
� the holders of not less than 25% of the aggregate principal amount of the notes shall have made a written request to the trustee to pursue

the claim and furnished the trustee, if requested, security or an indemnity reasonably satisfactory to the trustee against any loss, liability or
expense;

� the trustee does not comply within 60 days of receipt of the request and the offer of security or indemnity; and
� during such 60-day period, no direction inconsistent with a request has been given to the trustee by the holders of a majority of the

aggregate principal amount of the notes.
Subject to the indenture, applicable law and the trustee�s rights to indemnification, the holders of a majority in aggregate principal amount of the
outstanding notes will have the right to direct the time, method and place of conducting any proceeding for any remedy available to the trustee or
exercising any trust or power conferred on the trustee.

Legal Defeasance and Covenant Defeasance

We may at any time elect to have all of our obligations discharged with respect to the outstanding notes (�legal defeasance�) except for the rights
of holders of outstanding debt securities to receive payments in respect of the principal of, or interest or premium, if any, on, such debt securities
when such payments are due from the trust referred to below, and except for certain other obligations of the Company and certain other rights of
the trustee under the indenture.

In addition, we may at any time elect to have our obligations released with respect to certain covenants and thereafter any omission to comply
with those covenants will not constitute a default or event of default with respect to the debt securities (�covenant defeasance�). In the event
covenant defeasance occurs, certain events will no longer constitute an event of default with respect to the debt securities.

In order to exercise either legal defeasance or covenant defeasance, we must irrevocably deposit with the trustee for the benefit of the holders of
the notes funds in amounts as will be sufficient to pay the principal of and premium, if any, and interest on the outstanding debt securities of
such series on the stated date for payment thereof or on the applicable redemption date, as the case may be. In addition, we must deliver to the
trustee certain opinions of counsel and officer�s certificate in connection with such defeasance, and we may not exercise such defeasance if
certain defaults or events of default with respect to debt securities of such series have occurred and are continuing on the date of such deposit or
if such defeasance would result in a breach or violation of, or constitute a default under, any material agreement or instrument to which we or
any of our subsidiaries is a party or by which we or any of our subsidiaries are bound.
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Satisfaction and Discharge

The indenture will be discharged and will cease to be of further effect with respect to the notes, when:

either:

� all the notes that have been authenticated have been delivered to the trustee for cancellation; or
� all the notes that have not been delivered to the trustee for cancellation:

� have become due and payable,
� will become due and payable at their stated maturity within one year, or
� are to be called for redemption within one year,

and we, in the case of the first, second and third sub-bullets above, have irrevocably deposited or caused to be deposited with the trustee as trust
funds in trust solely for the benefit of the holders of debt securities of such series, in amounts as will be sufficient, without consideration of any
reinvestment of interest, to pay and discharge the entire indebtedness (including all principal, premium, if any, and interest) on such notes
delivered to the trustee for cancellation (in the case of notes that have become due and payable on or prior to the date of such deposit) or to the
stated maturity or redemption date, as the case may be,

� we have paid or caused to be paid all other sums payable by us under the indenture with respect to the notes; and
� we have delivered irrevocable instructions to the trustee under the indenture to apply the deposited money toward the payment of the

notes at maturity or on the redemption date, as the case may be.
Modifications and Amendments

We may amend or supplement the indenture or the notes with the consent of the trustee and holders of at least a majority in aggregate principal
amount of the outstanding notes (including, without limitation, consents obtained in connection with a purchase of, or tender offer or exchange
offer for, notes). In addition, subject to certain exceptions, the holders of a majority in aggregate principal amount of the outstanding notes may
waive by consent (including, without limitation, consents obtained in connection with a purchase of, or tender offer or exchange offer for, notes)
our compliance with any provision of the indenture or notes. However, without the consent of the holders of each outstanding note affected, no
amendment, supplement or waiver may:

� reduce the percentage of principal amount of outstanding notes whose holders must consent to an amendment, supplemental indenture or
waiver;

� reduce the rate of interest on any note;
� reduce the principal amount of or the premium, if any, on any note or change the stated maturity of any note;
� change the place, manner, timing or currency of payment of principal of, or premium, if any, or interest on, any note;
� make any change in the ranking provisions of the indenture that adversely affects the rights of any holders of the notes;
� waive a default or event of default in the payment of the principal of or premium, if any, or interest on the notes (except a rescission of

acceleration of the notes by the holders of at least a majority in principal amount of the outstanding notes and a waiver of the payment
default that resulted from such acceleration);

� make any change in the provisions of the indenture relating to waivers of past defaults or the rights of holders of notes to receive payments
of principal of or premium, if any, or interest on the notes;

� waive a redemption payment with respect to any note or changes any of the provisions with respect to the redemption of any note;
� make any change in any amendment and waiver provision; or
� make any change to the timing of payment of principal or interest on any notes.
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We may, with the trustee�s consent, amend or supplement the indenture or the notes without notice to or the consent of any holder of the notes to:

� to cure any ambiguity, defect, mistake or inconsistency;
� to comply with the terms set forth under �� Merger, Consolidation and Sale of Assets,� above;
� to provide for uncertificated notes in addition to or in place of certificated notes;
� to evidence the assumption of our obligations under the indenture and the notes, by a successor thereto in the case of a consolidation or

merger or a sale of all or substantially all of our properties or assets;
� to comply with the provisions of any clearing agency, clearing corporation or clearing system, or the requirements of the trustee or the

registrar, relating to transfers and exchanges of the notes pursuant to this Indenture;
� to make any change that would provide any additional rights or benefits to the holders of the notes, that would surrender any right, power

or option conferred on us by the indenture or that does not adversely affect in any material respect the legal rights of any holder of the
notes;

� to comply with requirements of the SEC in order to effect or maintain the qualification of the indenture under the Trust Indenture Act;
� to secure or provide guarantees of our obligations under the notes and the indenture; or
� to evidence and provide for the acceptance of appointment hereunder by a successor trustee with respect to the notes and to add to or

change any of the provisions of the indenture as shall be necessary to provide for or facilitate the administration of the trusts thereunder by
more than one trustee.

We and the trustee may also enter into a supplemental indenture without the consent of holders of the notes in order to conform the indenture or
the notes to the �Description of Notes� contained in this prospectus supplement.

Trustee

The trustee for the notes is U.S. Bank National Association. We have appointed the trustee as the paying agent, and registrar with regard to the
notes. The indenture permits the trustee to deal with us and any of our affiliates with the same rights the trustee would have if it were not trustee.
However, under the Trust Indenture Act, if the trustee acquires any conflicting interest and there exists a default with respect to the notes, the
trustee must eliminate the conflict or resign. The trustee and its affiliates have in the past provided or may from time to time in the future provide
banking and other services to us in the ordinary course of their business. U.S. Bancorp Investments, Inc., an affiliate of the Trustee, is one of the
underwriters.

The holders of a majority in aggregate principal amount of the notes then outstanding have the right to direct the time, method and place of
conducting any proceeding for any remedy available to the trustee, subject to certain exceptions. If an event of default occurs and is continuing,
the trustee must exercise its rights and powers under the indenture using the same degree of care and skill as a prudent person would exercise or
use under the circumstances in the conduct of his or her own affairs. The indenture does not obligate the trustee to exercise any of its rights or
powers at the request or demand of the holders, unless the holders have offered to the trustee security or indemnity that is reasonably satisfactory
to the trustee against the costs, expenses and liabilities that the trustee may incur to comply with the request or demand.

Denominations, Interest, Registration and Transfer

The notes will be issued in registered form, without interest coupons, in denominations of integral multiples of $25 principal amount, in the form
of global securities. We will not impose a service charge in connection with any transfer or exchange of any note. See ��Global Notes; Book-Entry
Form� for a description of transfer restrictions that apply to the notes.
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Global Notes; Book-Entry Form

Global notes will be deposited with the trustee as custodian for The Depository Trust Company (�DTC�) and registered in the name of DTC or a
nominee of DTC.

Beneficial interests in a global note may be held directly through DTC if the holder is a participant in DTC or indirectly through organizations
that are participants in DTC.

Except in the limited circumstances described below and in ��Certificated Securities,� holders of notes will not be entitled to receive notes in
certificated form. Unless and until it is exchanged in whole or in part for certificated securities, each global note may not be transferred except as
a whole by DTC to a nominee of DTC or by a nominee of DTC to DTC or another nominee of DTC.

We will apply to DTC for acceptance of the global securities in its book-entry settlement system. The custodian and DTC will electronically
record the principal amount of notes represented by global securities held within DTC. Beneficial interests in the global securities will be shown
on records maintained by DTC and its direct and indirect participants, including Euroclear Bank S.A./N.V., as operator of the Euroclear System
(�Euroclear�), and Clearstream Banking, société anonyme (�Clearstream�). Investors may elect to hold interests in the global notes through either
DTC in the U.S. or Clearstream or Euroclear in Europe if they are participants of such systems, or indirectly through organizations which are
participants in such systems. Clearstream and Euroclear will hold interests on behalf of their participants through customers� securities accounts
in Clearstream�s and Euroclear�s names on the books of their respective depositaries, which in turn will hold such interests in customers� securities
accounts in the depositaries� names on the books of DTC.

So long as DTC or its nominee is the registered owner or holder of a global note, DTC or such nominee will be considered the sole owner or
holder of the notes represented by such global note for all purposes under the indenture and the notes. No owner of a beneficial interest in a
global note will be able to transfer such interest except in accordance with DTC�s applicable procedures and the applicable procedures of its
direct and indirect participants. The laws of some jurisdictions may require that certain purchasers of securities take physical delivery of such
securities in definitive form. These limitations and requirements may impair the ability to transfer or pledge beneficial interests in a global note.

Payments of principal, premium, if any, and interest under each global note will be made to DTC or its nominee as the registered owner of such
global note. We expect that DTC or its nominee, upon receipt of any such payment, will immediately credit DTC participants� accounts with
payments proportional to their respective beneficial interests in the principal amount of the relevant global note as shown on the records of DTC.
We also expect that payments by DTC participants to owners of beneficial interests will be governed by standing instructions and customary
practices, as is now the case with securities held for the accounts of customers registered in the names of nominees for such customers. Such
payments will be the responsibility of such participants, and none of us, the trustee, the custodian or any paying agent or registrar will have any
responsibility or liability for any aspect of the records relating to or payments made on account of beneficial interests in any global note or for
maintaining or reviewing any records relating to such beneficial interests.

DTC has advised us that it is a limited-purpose trust company organized under the New York Banking Law, a �banking organization� within the
meaning of the New York Banking Law, a member of the Federal Reserve System, a �clearing corporation� within the meaning of the New York
Uniform Commercial Code and a �clearing agency� registered under the Exchange Act. DTC was created to hold the securities of its participants
and to facilitate the clearance and settlement of securities transactions among its participants in such securities through electronic book-entry
changes in accounts of the participants, which eliminates the need for physical movement of securities certificates. DTC�s participants include
securities brokers and dealers (including the underwriters), banks, trust companies, clearing corporations and certain other organizations, some
of whom (and/or their representatives) own the depository. Access to DTC�s book-entry system is also available to others, such as banks, brokers,
dealers and trust companies, that clear through or maintain a custodial
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relationship with a participant, either directly or indirectly. The ownership interest and transfer of ownership interests of each beneficial owner
or purchaser of each security held by or on behalf of DTC are recorded on the records of the direct and indirect participants.

Clearstream advises that it is incorporated under the laws of Luxembourg as a professional depositary. Clearstream holds securities for its
participating organizations (�Clearstream Participants�) and facilitates the clearance and settlement of securities transactions between Clearstream
Participants through electronic book-entry changes in accounts of Clearstream Participants, thereby eliminating the need for physical movement
of certificates. Clearstream provides to Clearstream Participants, among other things, services for safekeeping, administration, clearance and
settlement of internationally traded securities and securities lending and borrowing. Clearstream interfaces with domestic markets in several
countries. As a registered bank in Luxembourg, Clearstream is subject to regulation by the Luxembourg Commission for the Supervision of the
Financial Sector (Commission de Surveillance du Secteur Financier). Clearstream Participants are recognized financial institutions around the
world, including underwriters, securities brokers and dealers, banks, trust companies, clearing corporations and certain other organizations and
may include the underwriters. Indirect access to Clearstream is also available to others, such as banks, brokers, dealers and trust companies that
clear through or maintain a custodial relationship with a Clearstream Participant, either directly or indirectly.

Distributions with respect to interests in the notes held beneficially through Clearstream will be credited to cash accounts of Clearstream
Participants in accordance with its rules and procedures.

Euroclear advises that it was created in 1968 to hold securities for participants of Euroclear (�Euroclear Participants�) and to clear and settle
transactions between Euroclear Participants through simultaneous electronic book-entry delivery against payment, thereby eliminating the need
for physical movement of certificates and any risk from lack of simultaneous transfers of securities and cash. Euroclear includes various other
services, including securities lending and borrowing and interfaces with domestic markets in several countries. Euroclear is operated by
Euroclear Bank S.A./N.V. (the �Euroclear Operator�). All operations are conducted by the Euroclear Operator, and all Euroclear securities
clearance accounts and Euroclear cash accounts are accounts with the Euroclear Operator. Euroclear Participants include banks (including
central banks), securities brokers and dealers and other professional financial intermediaries and may include the underwriters. Indirect access to
Euroclear is also available to other firms that clear through or maintain a custodial relationship with a Euroclear Participant, either directly or
indirectly.

Securities clearance accounts and cash accounts with the Euroclear Operator are governed by the Te
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