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LONDON (Standard & Poor's) April 24, 2013--Standard & Poor's Ratings Services 

believes that the combination of factors behind Cyprus' difficulties is not 

currently replicated in other small, financially-focused eurozone economies. 

This is according to a report titled "Small Countries, Big Banking Systems: 

How Malta And Luxembourg Differ From Cyprus," published on April 23 on 

RatingsDirect.

The report examines the characteristics of the banking systems in Malta and 

Luxembourg, and contrasts them with that of Cyprus.

In our view, the Cypriot banking crisis was born on the asset, not the 

liability, side of banks' balance sheets. The banks didn't fail because of the 

provenance or the size of their customer deposits. In our view, similar to the 

Icelandic and Irish banks and the Spanish cajas before them, the Cypriot 

banks' difficulties are the result of their lending--not their 

borrowing--decisions. We believe vulnerabilities in the banking systems of 

Malta and Luxembourg do exist. However, in contrast to Cyprus, the assets of 

systemically relevant banks in both countries have retained their credit 

quality, and exposures to insolvent borrowers so far remain low and 

manageable.

The size of a banking system alone generally doesn't indicate the likelihood 

of failure, but it can be seen as a good measure of the potential costliness 

of a bailout. While banks in Malta and Luxembourg do take significant foreign 

deposits, foreign liabilities fund domestic assets only to a limited extent, 

in contrast to Cyprus. In our view, the size of systemically important 

institutions that the governments of Malta and Luxembourg would hypothetically 

need to support in a crisis is a fraction of the assets amassed by Cyprus' 

domestic banks.

The report is available to subscribers of RatingsDirect at 

www.globalcreditportal.com and at www.spcapitaliq.com.  If you are not a 

RatingsDirect subscriber, you may purchase a copy of the report by calling (1) 

212-438-7280 or sending an e-mail to research_request@standardandpoors.com. 

Ratings information can also be found on Standard & Poor's public Web site by 

using the Ratings search box located in the left column at 

www.standardandpoors.com.  Alternatively, call one of the following Standard & 

Poor's numbers: Client Support Europe (44) 20-7176-7176; London Press Office 

(44) 20-7176-3605; Paris (33) 1-4420-6708; Frankfurt (49) 69-33-999-225; 

Stockholm (46) 8-440-5914; or Moscow (7) 495-783-4009.
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