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For additional information, contact:
HERITAGE
Brad Smith, CEO (408) 947-6900

COMMERCE CORP Rebecca Levey, SVP/Marketing . (408) 494-4513

For Inmediate Release: October 21, 2003

Heritage Commerce Corp Reports Financial Results
for the Third Quarter Ended September 30, 2003
— Earnings Up 7% Over Third Quarter 2002 -

San Jose, California. Heritage Commerce Corp (the “Company”) (NASDAQ:HTBK) today
reported consolidated operating results for the third quarter of 2003. Consolidated net income was
$1,940,000, or $0.17 per diluted share, compared to $1,812,000, or $0.16 per diluted share, for the
third quarter of 2002, a 7% increase. For the nine months ended September 30, 2003, net income was
$5,740,000 up 18%, or $855,000, over $4,885,000 for the nine months ended September 30, 2002.

Annualized return on average assets and return on average equity for the third quarter of 2003
were 0.78% and 8.80%, respectively, compared with returns of 0.77% and 9.05%, respectively, for the
third quarter of 2002. Annualized return on average assets and return on average equity for the nine
months ended September 30, 2003 increased to 0.81% and 8.95%, respectively, compared with
returns of 0.71% and 8.45% for the nine months ended September 30, 2002.

The Company’s net interest margin was 4.01% for the third quarter of 2003 as compared to 4.36%
for the third quarter of 2002. The lower net interest margin in the third quarter of 2003 compared to
the third quarter of 2002 is primarily attributable to the impact of the 75 basis point decline in interest
rates since September, 2002 as the low interest rate environment has continued. The net interest
margin was 4.33% for the nine months ended September 30, 2003 and 2002.

Noninterest income increased $103,000, or 4%, to $2,463,000 for the third quarter of 2003 from
$2,360,000 for the third quarter of 2002. The increase was primarily due to increased service charges
and other deposit related activity charges, increased servicing income from SBA loans sold in the
secondary market and $310,000 of equipment leasing income in the third quarter of 2003 compared
to no lease income in the same period in 2002. These increases were partially offset by decreases in
the gain on sales of loans, gain on sale of investments, and mortgage brokerage fees.

Noninterest expense decreased $36,000 for the third quarter of 2003 to $8,310,000, compared
with $8,346,000 for the third quarter of 2002. The slight decrease in noninterest expense was
primarily due to a decrease in salary and employee benefit expense of $145,000, offset by an increase
in other expenses of $60,000 and an increase in occupancy and equipment expenses of $49,000.
The increase in other expenses is primarily related to increases in the amortization of the Company’s
investments in low income housing projects and leased equipment, partially offset by decreases in
expenses for retirement plans, director fees, and correspondent bank charges. There was no
amortization cost of leased equipment in the third quarter of 2002.

Heritage Commerce Corp CEO Brad L.Smith stated “Our earnings performance for 2003 in the face
of the current interest rate environment confirms our attention to enhancing noninterest income while
actively managing noninterest expenses as key priorities. We continue to review all opportunities for
increased efficiencies without loss of focus on service to our customers.”

As of September 30, 2003, the Company’s total assets increased $28,438,000, or 3%, to
$984,720,000, from $956,282,000 as of September 30, 2002 and increased $25,968,000, or 3%,
from $958,752,000 as of December 31, 2002.

Total deposits were $835,947,000 as of September 30, 2003, compared to $841,937,000 as of
September 30, 2002 and $841,936,000 as of December 31, 2002. Demand, savings, and money
market deposits increased 13% to $680,838,000 at September 30, 2003 from $604,757,000 at
September 30, 2002. During this same period, time deposits decreased $82,071,000, or 35%, from
$237,180,000 to $155,109,000.

Smith stated “We have actively pursued core deposit growth as the priority for our funding strategy
and we are pleased with our performance to date. Virtually all the 35% decline in time deposits related
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to more costly brokered time deposits which were not renewed at their contractual maturities. This decline was
offset by a 6% increase in noninterest bearing demand deposits, an 11% increase in interest bearing demand
deposits, and an 18% increase in savings and money market deposits from local businesses, professionals, and
individuals.”

Total loans were $642,180,000 as of September 30, 2003, up 2% from $630,684,000 as of September 30,
2002 and down 5% from $673,907,000 as of December 31, 2002. The decline in total loans from December 31,
2002 to September 30, 2003 is primarily attributable to a drop in construction loans of $30,381,000, or 21% from
$147,822,000 to $117,441,000, reflecting current market conditions for this type of lending. In addition, over
this same nine month period mortgage loans dropped $7,310,000, or 3%, from $259,974,000 to $252,664,000
as the result of refinancing activity in the current low interest rate environment. Offsetting these declines in
real estate related loans, commercial and industrial loans grew $6,327,000, or 2%, from December 31, 2002
to September 30, 2003.

Regarding the overall condition of the Company’s loan portfolio, Smith commented “Our loan portfolio has
certainly been impacted by the lengthy economic downturn all businesses within our market have faced. We are
pleased, however, that early in the down cycle we tightened credit underwriting criteria, aggressively sought to
identify credit problems and proactively made appropriate provisions to the allowance for probable loan losses, all
of which will mitigate the effects of the downturn over the longer term.”

In the first quarter of 2003, the Company identified an $8,300,000 commercial loan with uncertainty about
repayment in full under its original terms. In the second quarter of 2003, the Company obtained additional
collateral and received a principal payment on the loan of $1,795,000 followed by another principal payment of
$205,000 early in the third quarter of 2003. Shortly thereafter the loan was reevaluated as a non-performing
asset and was placed on nonaccrual status and written down by $2,000,000 to its current principal balance of
$4,300,000. The Company believes that the loan is now adequately secured and does not expect any significant
impact on future earnings.

After the $2,000,000 write down of this loan, the Company’s allowance for loan losses was $13,039,000, or
2.03% of total loans, as of September 30, 2003, compared to $12,416,000, or 1.97% of total loans, as of
September 30, 2002 and $13,227,000, or 1.96% of total loans, as of December 31, 2002. Primarily as a result of
the loan discussed above, nonperforming assets increased to $7,149,000 at September 30, 2003 from $4,747,000
at September 30, 2002 and $4,571,000 at December 31, 2002.

Shareholders’ equity as of September 30, 2003 increased to $87,484,000 from $80,143,000 as of
September 30, 2002 and from $82,217,000 as of December 31, 2002. Book value per share increased to $7.72 as
of September 30, 2003, from $7.17 as of September 30, 2002 and $7.33 as of December 31, 2002. The Company’s
leverage capital ratio was 10.99% as of September 30, 2003, up from 10.83% as of September 30, 2002 and
10.80% as of December 31, 2002. The Company’s capital ratios continue to be above the well-capitalized
guidelines established by the bank regulatory agencies.

Heritage Bank of Commerce is a full service community business bank headquartered in San Jose, and a
subsidiary of Heritage Commerce Corp. Heritage Bank of Commerce has three divisions: Heritage Bank East Bay,
in Fremont with an office in Danville; Heritage Bank South Valley in Morgan Hill with an office in Gilroy, and
Bank of Los Altos, with two locations in Los Altos and one in Mountain View. Additionally, Heritage Capital
Group, the bank’s asset based lending division, has offices in San Jose and Los Angeles. Heritage Bank of
Commerce is also an SBA Preferred Lender ranked the second largest SBA lender in Northern California, sixth in
the entire state, and has SBA Loan Production offices in San Jose, Fresno, Santa Cruz, Elk Grove, Watsonville,
Chico, Pittsburg, and Glendale.

The Company’s common stock is listed on the Nasdaq National Market under the symbol HTBK.

For further information about the Company’s financial performance, contact Brad L. Smith, Chief Executive
Officer, at (408) 947-6900 or visit the Company’s website at www. heritagecommercecorp.com.

Forward Looking Statement Disclaimer

This release may contain forward-looking statements that are subject to risks and uncertainties. Such risks and uncertainties may include
but are not necessarily limited to fluctuations in interest rates, inflation, government regulations and general economic conditions, and
competition within the business areas in which the Company is conducting its operations, including the real estate market in California and
other factors beyond the Company’s control. Such risks and uncertainties could cause results for subsequent interim periods or for the
entire year to differ materially from those indicated. For a discussion of factors which could cause results to differ, please see the Company’s
reports on Forms 10-K and 10-Q as filed with the Securities and Exchange Commission and the Company’s press releases. Readers should
not place undue reliance on the forward-looking statements, which reflect management’s view only as of the date hereof. The Company

undertakes no obligation to publicly revise these forward-looking statements to reflect subsequent events or circumstances. (END)
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