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1. Introduction

Trigger small bank debate:

1. Costs of state led resolution (15.5% GDP):

Å capital injection +

Å purchase of assets + 

Å Treasury / CB lending

2. Countries with large banks are concerned
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Relative size

Looking for indicator of relative size:

1. Assets to GDP:

Å Contains risky and non-risky assets

Å And off-balance sheet items

2. Equity (book value) to GDP:

Å Captures potential bank losses and public bailout costs

Å Good indicator
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Question

Are countries with relatively large banks more exposed 

in case of public bailout?

Definition:

ÁLarge banks:   > 4% equity to GDP

ÁSmall banks:   Ò 4% equity to GDP




