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II. TRENDS IN FINANCIAL CONGLOMERATION 
 

 
 

A. Overview of the Philippine Financial Sector 
 

The Philippine financial system consists of banks and nonbank financial institutions (NBFIs). 
Banks are classified into the categories of universal banks (or expanded commercial banks), 
commercial  banks,  thrift  banks  (savings  and  mortgage  banks,  stock  savings  and  loan 
associations, and private development banks), rural banks, cooperative banks, and Islamic 
banks.  NBFIs  include  insurance  companies,  investment  houses,  financing  companies, 
securities dealers and brokers, fund managers, lending investors, pension funds, pawn 
shops, and nonstock savings and loan associations. 

 
Figure 1 shows the total assets of the Philippine financial system from 1980 to 2006. Total 
assets of the financial system as a percentage of GDP rose from around 102% in 1980 to 
117% in 1983, and then continuously declined to 66% in 1988 as a result of the financial and 
economic crises in the mid-1980s. The ratio in 1988 was around the same level as that in 
1970. The ratio then steadily rose to around 140% in 1997. But the trend was again reversed in 
the aftermath of the Asian financial crisis, with the ratio falling to its 1980 level of 102% in 
2006. Thus, there has been no significant and consistent growth in the size of the Philippine 
financial sector in the past 35 years. 

 
Figure 1:  Assets of the Philippine Financial System, by Type of Institution, 1980–2006 

(In Billion Pesos, Constant Prices) 
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Note: *Commercial includes commercial bank and universal banks. 
Source of basic data: Bangko Sentral ng Pilipinas; National Statistical Coordination Board. The  
Philippine  financial  system  has  consistently  been  dominated  by  banks,  particularly 
commercial banks.3  In fact, the importance of commercial banks has  increased over time. 
The banking system accounted for 81% of total financial assets in 2006, compared to around 
76% in 1970. The asset share of commercial banks also increased from around 57% in 1970 
to 72% in 2006. Total assets of commercial banks grew significantly in the 1990s due to the 
successive increases in minimum capital requirements, the upgrading of the specialized 
government banks into  universal banks, and the entry of new local and foreign banks. In 
particular, universal banks dominate with an asset share of 80% of total commercial banking 
assets in 2006. In contrast, the asset share of rural banks fell from around 3% in the 1970s 

 
3 Commercial banks refer to both commercial banks and universal banks, unless otherwise specified. 
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