
80 Determinants of Non-Farm Enterprise Participation Among Agricultural Households in the Philippines 

 

Ruben, R., & Pender, J. (2004). Rural diversity and heterogeneity in less-favoured areas: 
The quest for policy targeting. Food Policy, 29(4), 303–320 

Sanchez, M. T. C. (1994). Rural labor and rural non-agricultural activities in the Philippines. Philippine 
Institute of Development Studies, Discussion Paper Series No. 94-11. Retrieved from 
https://dirp3.pids.gov.ph/ris/dps/pidsdps9411 

Sanusi, W. A., Dipeolu A. O., & Momoh, S. (2016). Determinants of participation in non-farm activities 
among rural households in Osun state- An application of multinomial logit (mnl) model. 
International Journal of African and Asian Studies, 25, 66-72.  

Shehu, A., & Abubakar, N. (2015). Determinants of participation of farm households in non-farm 
enterprise activities in rural Nigeria. International Journal of Economics, Commerce and 
Management, 3(6), 58-71.  

Stock, J. H., & Watson, M. W. (2015). Introduction to econometrics. Harlow, Essex: Pearson Education 
Limited. 

Tafesse, A., Balta, A., & Weldeyohannes, D. (2015). Small holder farmers’ participation in non-farm 
activities: Evidence from Humbo district, southern Ethiopia. Journal of Poverty, Investment and 
Development, 7, 61-70.  

Vasco, C., & Tamayo, G.N. (2017). Determinants of non-farm employment and non-farm earnings in 
Ecuador. CEPAL Review 121, 53-67 

Winters, P., Davis, B., Carletto, G., Covarrubia, K., Quiñones, E. J., Zezza, A., Azzarri, C., & 
Stamoulis, K. (2009). Assets, activities and rural income generation: Evidence from a 
multicountry analysis. World Development. 37(9): 1435–1452. 

Wooldridge, J. (2011). Introductory econometrics. Boston, MA: South-Western. 
Wooldridge, J. M. (2013). Introductory econometrics: A modern approach. Mason, OH: South-Western 

Cengage Learning.  
World Bank. (2013). Philippines: Autonomous region in Muslim Mindanao (ARMM) social fund project. 

Retrieved from http://www.worldbank.org/en/results/2013/04/10/philippines-autonomous-
region-in-muslim-mindanao-social-fund-project 

 

 Philippine Management Review 2021, Vol. 28, 81-110. 
 

Determinants of Bank Group Profitability  
in the Philippines from 2008 to 2019:  

A Panel Data Regression Approach 

University of the Philippines, Cesar E.A. Virata School of Business, Diliman, Quezon City 1101, Philippines 
 

Keywords

1 Introduction 

–

body is the Bangko Sentral ng Pilipinas (BSP), which is also the country’s monetary authority. Well
crafted regulations that enhance banks’ resilie



Determinants of Bank Group Profitability in the Philippines from 2008 to 2019: A Panel Data Regression Approach 

 

Figure 1. GDP Growth (%) 

–

various literature’s recommendations 

2 The Philippine Bank Groups from 2008 to 2019 

that enhanced the transparency and communication of the central bank’s monetary policies and policy 

-3
-2
-1
0
1
2
3
4
5
6
7
8

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

Philippines World East Asia & Pacific

Raniel Jude A. Pamatmat
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–

–
–

tters of credit (“What's the difference? ” n.d.). The 

ions (“What’s the difference ” n.d.). 

addition to the license to engage in underwriting and other investment house functions (“What's the 
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Figure 4.3. Net Profit (Billions of PhP) Figure 4.4. Net Profit (Billions of PhP) 
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Figure 6. Loan Loss Reserves to Total Loan Portfolio (%) 
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Figure 8.1. Non-Interest Expense 
 to Total Assets (%) 

Figure 8.2. Non-Interest Expense to Total Assets  
excluding Coop. banks (%) 

Source: BSP, n.d.a.; Author’s computation
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Figure 9. Cash & Due from Other Banks to Deposits (%) 
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Figure 10. Non-Interest Income to Operating Income (%) 
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–

3.1 Internal Factors 
3.1.1 Size 

H1:

3.1.2 Credit Risk 
nk’s assets, which generally refer to a bank’s loan portfolio 

(Basel Committee on Banking Supervision, 2000). Credit risk is the risk that a bank’s borrowers 

bank’s credit policies. 

H2:

Raniel Jude A. Pamatmat

 

3.1.3 Income Diversification 

n the banks’ loan portfolios, interest income from loans is relatively stable, 

margins from income sources outside a bank’s regular lending a

H3:

3.1.4 Management Efficiency  

–
–

H4:

3.1.5 Capitalization 

Basel 1.5 framework, a simplified version of Basel II that considers the simplicity of these banks’ 

– Tier 1 capital and Tier 2. Tier 1 capital consists of shareholders’ 
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H5:

3.1.6 Liquidity 

financial system’s liquidity risk because it greatly affects the stability and resiliency of the 

“expected bankruptcy cost hypothesis” 

–

H6:

3.1.7 Interest Spread 

significant portion of a bank’s markup. 

H7:
 

3.2 External Factors 
3.2.1 Exchange Rate 

argued that devaluation of a certain country’s currency would result in increased profitability 
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3.2.2 GDP Growth 

H9:

3.2.3 Inflation 

 
H10:

3.2.4 Interest Rate 
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particularly valuation of loan collateral. The lower interest rate affects banks’ provisions for default 
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– the “retail deposits endowment effect” and the 
“quantity’ effect ” The “retail deposits endowment effect ” they say, is a result of banks pricing deposits 

fall significantly below zero, low levels of market rates result in lower interest margins. The “quantity 
” they describe, happens when the volume of bank loans and depo

H11:

4 Data and Methodology 

–

managers profit off shareholder’s funds
ceteris paribus

Table 1. Summary of variables  

Variable name Variable Description 
Hypothesized 

relationship with 
profitability 

Dependent 
Profitability 𝑅𝑅𝑅𝑅𝑅𝑅𝑖𝑖𝑖𝑖 annualized net profit/average total 

assets
i t

 𝑅𝑅𝑅𝑅𝑅𝑅𝑖𝑖𝑖𝑖 annualized net profit/average 
capital. 

i t
Independent 
Internal factors 
Bank group size 𝐿𝐿𝐿𝐿𝐿𝐿𝑅𝑅𝑖𝑖𝑖𝑖

i t
+

Raniel Jude A. Pamatmat

 

Variable name Variable Description 
Hypothesized 

relationship with 
profitability 

Credit risk 𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝑖𝑖𝑖𝑖 allowance for credit losses/total loan 
portfolio, gross

i
t

−

Liquidity 𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝑖𝑖𝑖𝑖 cash & due from banks/ total deposits. 

as the group’s basis of liquidity. 

+

Income 
diversification 

𝑁𝑁𝑁𝑁𝑁𝑁𝑁𝑁𝑁𝑁𝑖𝑖𝑖𝑖 annualized non-interest income/ 
annualized operating income

i 
t

+

Management 
efficiency 

𝑁𝑁𝑁𝑁𝑁𝑁𝐿𝐿𝑁𝑁𝑖𝑖𝑖𝑖 annualized non-interest expenses/ 
average total assets

t i. 

−

Capitalization 𝐿𝐿𝐶𝐶𝐿𝐿𝑁𝑁𝑖𝑖𝑖𝑖 total capital/total assets

t i

+

Interest spread 𝑖𝑖𝑖𝑖𝑖𝑖_𝑠𝑠𝐶𝐶𝑠𝑠𝐶𝐶𝑠𝑠𝑠𝑠𝑖𝑖𝑖𝑖
t i. 

+

External factors 
Exchange rate 𝐹𝐹𝐹𝐹𝐹𝐹𝑁𝑁𝐿𝐿𝑁𝑁𝑖𝑖

t

+

GDP growth 𝐺𝐺𝐶𝐶𝐿𝐿𝐺𝐺𝑖𝑖 t 

t-1 t

+

Inflation 𝑁𝑁𝑁𝑁𝐹𝐹𝐿𝐿𝑖𝑖 t 
t

+

Interest rate 𝑙𝑙𝑠𝑠𝑠𝑠𝑖𝑖𝐶𝐶𝑖𝑖 t

t.

−

Table 2. Descriptive statistics of variables used 
Variable Mean S.D. Min Max 
𝐹𝐹𝑁𝑁𝑁𝑁𝑖𝑖𝑖𝑖    
𝐹𝐹𝑁𝑁𝑁𝑁𝑖𝑖𝑖𝑖     
𝐿𝐿𝑁𝑁𝐿𝐿𝑁𝑁𝑖𝑖𝑖𝑖     
𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝑖𝑖𝑖𝑖     
𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝑖𝑖𝑖𝑖 
𝑁𝑁𝑁𝑁𝑁𝑁𝑁𝑁𝑁𝑁𝑖𝑖𝑖𝑖
𝑁𝑁𝑁𝑁𝑁𝑁𝐿𝐿𝑁𝑁𝑖𝑖𝑖𝑖     
𝐿𝐿𝐶𝐶𝐿𝐿𝑁𝑁𝑖𝑖𝑖𝑖     

𝑖𝑖𝑖𝑖𝑖𝑖_𝑠𝑠𝐶𝐶𝑠𝑠𝐶𝐶𝑠𝑠𝑠𝑠𝑖𝑖𝑖𝑖
𝐹𝐹𝐹𝐹𝐹𝐹𝑁𝑁𝐿𝐿𝑁𝑁𝑖𝑖     
𝐺𝐺𝐶𝐶𝐿𝐿𝐺𝐺𝑖𝑖
𝑁𝑁𝑁𝑁𝐹𝐹𝐿𝐿𝑖𝑖     
𝑙𝑙𝑠𝑠𝑠𝑠𝑖𝑖𝐶𝐶𝑖𝑖

+ Values for ROAit, ROEit, LLTPit, CDepit, NIIOIit, NIETAit, TCTAit, int_spreadit, GDPgt, INFLt, and lratet are expressed in percentage 
(%). 
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Hypothesized 

relationship with 
profitability 

Credit risk 𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝑖𝑖𝑖𝑖 allowance for credit losses/total loan 
portfolio, gross

i
t

−

Liquidity 𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝑖𝑖𝑖𝑖 cash & due from banks/ total deposits. 

as the group’s basis of liquidity. 

+

Income 
diversification 

𝑁𝑁𝑁𝑁𝑁𝑁𝑁𝑁𝑁𝑁𝑖𝑖𝑖𝑖 annualized non-interest income/ 
annualized operating income

i 
t

+

Management 
efficiency 

𝑁𝑁𝑁𝑁𝑁𝑁𝐿𝐿𝑁𝑁𝑖𝑖𝑖𝑖 annualized non-interest expenses/ 
average total assets

t i. 

−

Capitalization 𝐿𝐿𝐶𝐶𝐿𝐿𝑁𝑁𝑖𝑖𝑖𝑖 total capital/total assets

t i

+

Interest spread 𝑖𝑖𝑖𝑖𝑖𝑖_𝑠𝑠𝐶𝐶𝑠𝑠𝐶𝐶𝑠𝑠𝑠𝑠𝑖𝑖𝑖𝑖
t i. 

+

External factors 
Exchange rate 𝐹𝐹𝐹𝐹𝐹𝐹𝑁𝑁𝐿𝐿𝑁𝑁𝑖𝑖

t

+

GDP growth 𝐺𝐺𝐶𝐶𝐿𝐿𝐺𝐺𝑖𝑖 t 

t-1 t

+

Inflation 𝑁𝑁𝑁𝑁𝐹𝐹𝐿𝐿𝑖𝑖 t 
t

+

Interest rate 𝑙𝑙𝑠𝑠𝑠𝑠𝑖𝑖𝐶𝐶𝑖𝑖 t

t.

−

Table 2. Descriptive statistics of variables used 
Variable Mean S.D. Min Max 
𝐹𝐹𝑁𝑁𝑁𝑁𝑖𝑖𝑖𝑖    
𝐹𝐹𝑁𝑁𝑁𝑁𝑖𝑖𝑖𝑖     
𝐿𝐿𝑁𝑁𝐿𝐿𝑁𝑁𝑖𝑖𝑖𝑖     
𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝑖𝑖𝑖𝑖     
𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝑖𝑖𝑖𝑖 
𝑁𝑁𝑁𝑁𝑁𝑁𝑁𝑁𝑁𝑁𝑖𝑖𝑖𝑖
𝑁𝑁𝑁𝑁𝑁𝑁𝐿𝐿𝑁𝑁𝑖𝑖𝑖𝑖     
𝐿𝐿𝐶𝐶𝐿𝐿𝑁𝑁𝑖𝑖𝑖𝑖     

𝑖𝑖𝑖𝑖𝑖𝑖_𝑠𝑠𝐶𝐶𝑠𝑠𝐶𝐶𝑠𝑠𝑠𝑠𝑖𝑖𝑖𝑖
𝐹𝐹𝐹𝐹𝐹𝐹𝑁𝑁𝐿𝐿𝑁𝑁𝑖𝑖     
𝐺𝐺𝐶𝐶𝐿𝐿𝐺𝐺𝑖𝑖
𝑁𝑁𝑁𝑁𝐹𝐹𝐿𝐿𝑖𝑖     
𝑙𝑙𝑠𝑠𝑠𝑠𝑖𝑖𝐶𝐶𝑖𝑖

+ Values for ROAit, ROEit, LLTPit, CDepit, NIIOIit, NIETAit, TCTAit, int_spreadit, GDPgt, INFLt, and lratet are expressed in percentage 
(%). 
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𝑃𝑃𝑖𝑖𝑖𝑖 = 𝛿𝛿0 + 𝛼𝛼′(𝐼𝐼𝑖𝑖𝑖𝑖) + 𝛽𝛽′(𝐸𝐸𝑖𝑖) + 𝜀𝜀𝑖𝑖𝑖𝑖
𝑃𝑃𝑖𝑖𝑖𝑖 i t, 𝛿𝛿0 𝐼𝐼𝑖𝑖𝑖𝑖

i t, 𝐸𝐸𝑖𝑖  
t, 𝛼𝛼′ 𝛽𝛽′

𝜀𝜀𝑖𝑖𝑖𝑖
–

𝑅𝑅𝑅𝑅𝑅𝑅𝑖𝑖𝑖𝑖 = 𝛿𝛿0 + 𝛼𝛼1(𝐿𝐿𝐿𝐿𝐿𝐿𝑅𝑅𝑖𝑖𝑖𝑖) + 𝛼𝛼2(𝐿𝐿𝐿𝐿𝐿𝐿𝑃𝑃𝑖𝑖𝑖𝑖) + 𝛼𝛼3(𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝑖𝑖𝑖𝑖) + 𝛼𝛼4(𝐿𝐿𝐼𝐼𝐼𝐼𝑅𝑅𝐼𝐼𝑖𝑖𝑖𝑖) + 𝛼𝛼4(𝐿𝐿𝐼𝐼𝐸𝐸𝐿𝐿𝑅𝑅𝑖𝑖𝑖𝑖)
+ 𝛼𝛼5(𝑖𝑖𝑖𝑖𝑖𝑖_𝑠𝑠𝐶𝐶𝑠𝑠𝐶𝐶𝑠𝑠𝑠𝑠𝑖𝑖𝑖𝑖) + 𝛽𝛽1(𝐹𝐹𝐹𝐹𝑅𝑅𝑅𝑅𝐿𝐿𝐸𝐸𝑖𝑖) + 𝛽𝛽2(𝐺𝐺𝐶𝐶𝑃𝑃𝐺𝐺𝑖𝑖) + 𝛽𝛽3(𝐼𝐼𝐿𝐿𝐹𝐹𝐿𝐿𝑖𝑖)
+ 𝛽𝛽4(𝑙𝑙𝑠𝑠𝑠𝑠𝑖𝑖𝐶𝐶𝑖𝑖) + 𝜀𝜀𝑖𝑖𝑖𝑖

𝑅𝑅𝑅𝑅𝐸𝐸𝑖𝑖𝑖𝑖 = 𝛿𝛿0 + 𝛼𝛼1(𝐿𝐿𝐿𝐿𝐿𝐿𝑅𝑅𝑖𝑖𝑖𝑖) + 𝛼𝛼2(𝐿𝐿𝐿𝐿𝐿𝐿𝑃𝑃𝑖𝑖𝑖𝑖) + 𝛼𝛼3(𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝑖𝑖𝑖𝑖) + 𝛼𝛼4(𝐿𝐿𝐼𝐼𝐼𝐼𝑅𝑅𝐼𝐼𝑖𝑖𝑖𝑖) + 𝛼𝛼4(𝐿𝐿𝐼𝐼𝐸𝐸𝐿𝐿𝑅𝑅𝑖𝑖𝑖𝑖)
+ 𝛼𝛼5(𝑖𝑖𝑖𝑖𝑖𝑖_𝑠𝑠𝐶𝐶𝑠𝑠𝐶𝐶𝑠𝑠𝑠𝑠𝑖𝑖𝑖𝑖) + 𝛽𝛽1(𝐹𝐹𝐹𝐹𝑅𝑅𝑅𝑅𝐿𝐿𝐸𝐸𝑖𝑖) + 𝛽𝛽2(𝐺𝐺𝐶𝐶𝑃𝑃𝐺𝐺𝑖𝑖) + 𝛽𝛽3(𝐼𝐼𝐿𝐿𝐹𝐹𝐿𝐿𝑖𝑖)
+ 𝛽𝛽4(𝑙𝑙𝑠𝑠𝑠𝑠𝑖𝑖𝐶𝐶𝑖𝑖) + 𝜀𝜀𝑖𝑖𝑖𝑖

5 Results 

Table 3. Correlation matrix for independent variables 
 𝑳𝑳𝑳𝑳𝑳𝑳𝑳𝑳𝒊𝒊𝒊𝒊  𝑳𝑳𝑳𝑳𝑳𝑳𝑳𝑳𝒊𝒊𝒊𝒊 𝑪𝑪𝑪𝑪𝑪𝑪𝑪𝑪𝒊𝒊𝒊𝒊 𝑳𝑳𝑵𝑵𝑵𝑵𝑵𝑵𝑵𝑵𝒊𝒊𝒊𝒊 𝑳𝑳𝑵𝑵𝑵𝑵𝑳𝑳𝑳𝑳𝒊𝒊𝒊𝒊 𝑳𝑳𝑪𝑪𝑳𝑳𝑳𝑳𝒊𝒊𝒊𝒊 𝒊𝒊𝒊𝒊𝒊𝒊_𝒔𝒔𝑪𝑪𝒔𝒔𝑪𝑪𝒔𝒔𝒔𝒔𝒊𝒊𝒊𝒊𝒊𝒊 𝑭𝑭𝑭𝑭𝑭𝑭𝑳𝑳𝑳𝑳𝑵𝑵𝒊𝒊𝒊𝒊 𝑮𝑮𝑪𝑪𝑳𝑳𝑮𝑮𝒊𝒊𝒊𝒊 𝑵𝑵𝑳𝑳𝑭𝑭𝑳𝑳𝒊𝒊𝒊𝒊 𝒍𝒍𝒔𝒔𝒔𝒔𝒊𝒊𝑪𝑪𝒊𝒊𝒊𝒊 

𝑳𝑳𝑳𝑳𝑳𝑳𝑳𝑳𝒊𝒊𝒊𝒊 1.00           

𝑳𝑳𝑳𝑳𝑳𝑳𝑳𝑳𝒊𝒊𝒊𝒊  -0.77 1.00          
𝑪𝑪𝑪𝑪𝑪𝑪𝑪𝑪𝒊𝒊𝒊𝒊 -0.37 0.44 1.00         

𝑳𝑳𝑵𝑵𝑵𝑵𝑵𝑵𝑵𝑵𝒊𝒊𝒊𝒊 -0.06 -0.03 0.25 1.00        

𝑳𝑳𝑵𝑵𝑵𝑵𝑳𝑳𝑳𝑳𝒊𝒊𝒊𝒊 -0.56 0.51 0.21 -0.10 1.00       
𝑳𝑳𝑪𝑪𝑳𝑳𝑳𝑳𝒊𝒊𝒊𝒊 -0.58 0.64 0.62 -0.15 0.31 1.00      

𝒊𝒊𝒊𝒊𝒊𝒊_𝒔𝒔𝑪𝑪𝒔𝒔𝑪𝑪𝒔𝒔𝒔𝒔𝒊𝒊𝒊𝒊𝒊𝒊 -0.62 0.58 0.24 -0.40 0.42 0.65 1.00     

𝑭𝑭𝑭𝑭𝑭𝑭𝑳𝑳𝑳𝑳𝑵𝑵𝒊𝒊 0.09 0.02 -0.09 -0.38 -0.10 0.16 -0.02 1.00    
𝑮𝑮𝑪𝑪𝑳𝑳𝑮𝑮𝒊𝒊 0.00 -0.01 0.05 0.00 -0.01 -0.03 0.03 0.01 1.00   

𝑵𝑵𝑳𝑳𝑭𝑭𝑳𝑳𝒊𝒊 -0.06 -0.13 -0.32 0.12 0.01 -0.19 0.03 0.04 0.01 1.00  

𝒍𝒍𝒔𝒔𝒔𝒔𝒊𝒊𝑪𝑪𝒊𝒊 -0.07 -0.20 -0.41 0.16 -0.09 -0.22 0.04 0.08 -0.05 0.63 1.00 
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Table 4. Multivariate regression results 
Model 1 – Dependent variable: ROA 

Variables Coefficient S.E. t-stat p>|t|   

constant 
Internal factors 

LNTA 
LLTP 
CDep 
NIIOI 
NIETA 
TCTA 

    int_spread 
External 

FXRATE 
GDPg 
INFL 
lrate 
 

Model 2 – Dependent variable: ROE 
Variables Coefficient S.E. t-stat p>|t|   

constant 
Internal  

LNTA 
LLTP 
CDep 
NIIOI 
NIETA 
TCTA 

    int_spread 
External 

FXRATE 
GDPg 
INFL 
lrate 

5.1 Effects of Internal Factors on Profitability 

–
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𝑃𝑃𝑖𝑖𝑖𝑖 = 𝛿𝛿0 + 𝛼𝛼′(𝐼𝐼𝑖𝑖𝑖𝑖) + 𝛽𝛽′(𝐸𝐸𝑖𝑖) + 𝜀𝜀𝑖𝑖𝑖𝑖
𝑃𝑃𝑖𝑖𝑖𝑖 i t, 𝛿𝛿0 𝐼𝐼𝑖𝑖𝑖𝑖

i t, 𝐸𝐸𝑖𝑖  
t, 𝛼𝛼′ 𝛽𝛽′

𝜀𝜀𝑖𝑖𝑖𝑖
–

𝑅𝑅𝑅𝑅𝑅𝑅𝑖𝑖𝑖𝑖 = 𝛿𝛿0 + 𝛼𝛼1(𝐿𝐿𝐿𝐿𝐿𝐿𝑅𝑅𝑖𝑖𝑖𝑖) + 𝛼𝛼2(𝐿𝐿𝐿𝐿𝐿𝐿𝑃𝑃𝑖𝑖𝑖𝑖) + 𝛼𝛼3(𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝑖𝑖𝑖𝑖) + 𝛼𝛼4(𝐿𝐿𝐼𝐼𝐼𝐼𝑅𝑅𝐼𝐼𝑖𝑖𝑖𝑖) + 𝛼𝛼4(𝐿𝐿𝐼𝐼𝐸𝐸𝐿𝐿𝑅𝑅𝑖𝑖𝑖𝑖)
+ 𝛼𝛼5(𝑖𝑖𝑖𝑖𝑖𝑖_𝑠𝑠𝐶𝐶𝑠𝑠𝐶𝐶𝑠𝑠𝑠𝑠𝑖𝑖𝑖𝑖) + 𝛽𝛽1(𝐹𝐹𝐹𝐹𝑅𝑅𝑅𝑅𝐿𝐿𝐸𝐸𝑖𝑖) + 𝛽𝛽2(𝐺𝐺𝐶𝐶𝑃𝑃𝐺𝐺𝑖𝑖) + 𝛽𝛽3(𝐼𝐼𝐿𝐿𝐹𝐹𝐿𝐿𝑖𝑖)
+ 𝛽𝛽4(𝑙𝑙𝑠𝑠𝑠𝑠𝑖𝑖𝐶𝐶𝑖𝑖) + 𝜀𝜀𝑖𝑖𝑖𝑖

𝑅𝑅𝑅𝑅𝐸𝐸𝑖𝑖𝑖𝑖 = 𝛿𝛿0 + 𝛼𝛼1(𝐿𝐿𝐿𝐿𝐿𝐿𝑅𝑅𝑖𝑖𝑖𝑖) + 𝛼𝛼2(𝐿𝐿𝐿𝐿𝐿𝐿𝑃𝑃𝑖𝑖𝑖𝑖) + 𝛼𝛼3(𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝑖𝑖𝑖𝑖) + 𝛼𝛼4(𝐿𝐿𝐼𝐼𝐼𝐼𝑅𝑅𝐼𝐼𝑖𝑖𝑖𝑖) + 𝛼𝛼4(𝐿𝐿𝐼𝐼𝐸𝐸𝐿𝐿𝑅𝑅𝑖𝑖𝑖𝑖)
+ 𝛼𝛼5(𝑖𝑖𝑖𝑖𝑖𝑖_𝑠𝑠𝐶𝐶𝑠𝑠𝐶𝐶𝑠𝑠𝑠𝑠𝑖𝑖𝑖𝑖) + 𝛽𝛽1(𝐹𝐹𝐹𝐹𝑅𝑅𝑅𝑅𝐿𝐿𝐸𝐸𝑖𝑖) + 𝛽𝛽2(𝐺𝐺𝐶𝐶𝑃𝑃𝐺𝐺𝑖𝑖) + 𝛽𝛽3(𝐼𝐼𝐿𝐿𝐹𝐹𝐿𝐿𝑖𝑖)
+ 𝛽𝛽4(𝑙𝑙𝑠𝑠𝑠𝑠𝑖𝑖𝐶𝐶𝑖𝑖) + 𝜀𝜀𝑖𝑖𝑖𝑖

5 Results 

Table 3. Correlation matrix for independent variables 
 𝑳𝑳𝑳𝑳𝑳𝑳𝑳𝑳𝒊𝒊𝒊𝒊  𝑳𝑳𝑳𝑳𝑳𝑳𝑳𝑳𝒊𝒊𝒊𝒊 𝑪𝑪𝑪𝑪𝑪𝑪𝑪𝑪𝒊𝒊𝒊𝒊 𝑳𝑳𝑵𝑵𝑵𝑵𝑵𝑵𝑵𝑵𝒊𝒊𝒊𝒊 𝑳𝑳𝑵𝑵𝑵𝑵𝑳𝑳𝑳𝑳𝒊𝒊𝒊𝒊 𝑳𝑳𝑪𝑪𝑳𝑳𝑳𝑳𝒊𝒊𝒊𝒊 𝒊𝒊𝒊𝒊𝒊𝒊_𝒔𝒔𝑪𝑪𝒔𝒔𝑪𝑪𝒔𝒔𝒔𝒔𝒊𝒊𝒊𝒊𝒊𝒊 𝑭𝑭𝑭𝑭𝑭𝑭𝑳𝑳𝑳𝑳𝑵𝑵𝒊𝒊𝒊𝒊 𝑮𝑮𝑪𝑪𝑳𝑳𝑮𝑮𝒊𝒊𝒊𝒊 𝑵𝑵𝑳𝑳𝑭𝑭𝑳𝑳𝒊𝒊𝒊𝒊 𝒍𝒍𝒔𝒔𝒔𝒔𝒊𝒊𝑪𝑪𝒊𝒊𝒊𝒊 

𝑳𝑳𝑳𝑳𝑳𝑳𝑳𝑳𝒊𝒊𝒊𝒊 1.00           

𝑳𝑳𝑳𝑳𝑳𝑳𝑳𝑳𝒊𝒊𝒊𝒊  -0.77 1.00          
𝑪𝑪𝑪𝑪𝑪𝑪𝑪𝑪𝒊𝒊𝒊𝒊 -0.37 0.44 1.00         

𝑳𝑳𝑵𝑵𝑵𝑵𝑵𝑵𝑵𝑵𝒊𝒊𝒊𝒊 -0.06 -0.03 0.25 1.00        

𝑳𝑳𝑵𝑵𝑵𝑵𝑳𝑳𝑳𝑳𝒊𝒊𝒊𝒊 -0.56 0.51 0.21 -0.10 1.00       
𝑳𝑳𝑪𝑪𝑳𝑳𝑳𝑳𝒊𝒊𝒊𝒊 -0.58 0.64 0.62 -0.15 0.31 1.00      

𝒊𝒊𝒊𝒊𝒊𝒊_𝒔𝒔𝑪𝑪𝒔𝒔𝑪𝑪𝒔𝒔𝒔𝒔𝒊𝒊𝒊𝒊𝒊𝒊 -0.62 0.58 0.24 -0.40 0.42 0.65 1.00     

𝑭𝑭𝑭𝑭𝑭𝑭𝑳𝑳𝑳𝑳𝑵𝑵𝒊𝒊 0.09 0.02 -0.09 -0.38 -0.10 0.16 -0.02 1.00    
𝑮𝑮𝑪𝑪𝑳𝑳𝑮𝑮𝒊𝒊 0.00 -0.01 0.05 0.00 -0.01 -0.03 0.03 0.01 1.00   

𝑵𝑵𝑳𝑳𝑭𝑭𝑳𝑳𝒊𝒊 -0.06 -0.13 -0.32 0.12 0.01 -0.19 0.03 0.04 0.01 1.00  

𝒍𝒍𝒔𝒔𝒔𝒔𝒊𝒊𝑪𝑪𝒊𝒊 -0.07 -0.20 -0.41 0.16 -0.09 -0.22 0.04 0.08 -0.05 0.63 1.00 
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Table 4. Multivariate regression results 
Model 1 – Dependent variable: ROA 

Variables Coefficient S.E. t-stat p>|t|   

constant 
Internal factors 

LNTA 
LLTP 
CDep 
NIIOI 
NIETA 
TCTA 

    int_spread 
External 

FXRATE 
GDPg 
INFL 
lrate 
 

Model 2 – Dependent variable: ROE 
Variables Coefficient S.E. t-stat p>|t|   

constant 
Internal  

LNTA 
LLTP 
CDep 
NIIOI 
NIETA 
TCTA 

    int_spread 
External 

FXRATE 
GDPg 
INFL 
lrate 

5.1 Effects of Internal Factors on Profitability 
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An assessment of the bank groups’ interest spread provides more evidence of the exis
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of the banks’ client base. Universal and commercial banks deal with much larger companies, which 
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Figure 12. Balance of Payments, Philippines 
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